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PREFACE 


During the past ten years, the subject of marketing 
has become one of importance in the courses of study of our 
universities and colleges, as well as to the general public. 
The great increase in the cost of living and the added ex- 
penses of getting farm products to the consumer have made 
this a popular subject. Improvements in the methods of 
handling goods have made it relatively easy to get produce 
from the more distant places of production. As a result of 
these improvements, it is no longer necessary to depend 
upon adjacent producing localities for our food supply; 
food now comes from all parts of the country, and every 
city is a po.ssible market for the produce of the farms. This 
widening of markets has made marketing more complex 
and expensive. 

With this change in the nature of markets, there has 
come a great interest in that phase of economics known as 
marketing. Everyone is seeking information concerning 
this process of getting the goods from the producer to the 
consumer. Inquiry is made into the processes necessary, 
the machinery of markets, price-making forces, and the 
reasons for the existing practices. Many of the unsound 
theories which have been advanced are being thrown into 
the discard as more real information is obtained. 

There have been two outstanding methods of presenting 
the problem of marketing: one is an explanation of the 
different agencies or the market machine; the other, an 
explanation of the market services. No single treatise on 
marketing can possibly cover the entire field. For a clear 
understanding of marketing, it is necessary that one know 
of both the functions and the machinery. The whole 
market problem is so complex that a thorough discussion 
of it would lead one into almost all phases of economic and 
social life. 

This book is an attempt to shed some light upon the 
problem in which so many of us are interested. It is not a 
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complete discussion of the subject, but rather, it is hoped, 
a contribution wliich will aid the student and the general 
reader to secure a better understanding of the economics of 
marketing. The successful teacher has learned that no single 
book is adequate foi* the proper teaching of the subject. It is 
hoped that this book will aid those who teach in bet ter pre- 
senting to their students the economics of marketing. Its 
use as a text can be sui)plemcnted by the reading of govern- 
mental publications, (‘urrent magazines, trade papers, books 
on marketing, general economic texts, and by information 
gathered from the market places. The author expet^ts to 
compile a book of readings from the wealth of matx^rial whi(*h 
is already in print, to be used in connection with this text. 

In this book, no attempt has been made to explain the 
existing market machinery, to give statistics as to market 
costs, to make the treatment all-inclusive, or to deal with 
agricultural cooperation. kSpecial emphasis has been placcjd 
upon the probkiins of demand, producing for the market, 
market wastes, and the economic bases of the marketing 
services. 

The author wishes to acknowledge his indebtedness to 
all those who have made the results of their studies avail- 
able in printed form, thereby aiding others in studying this 
subject. The contributions of the many have made possible 
the advancement whicjh has taken place within the short 
space of a decade. , A debt of gratitude is also acknowledged 
to those who directed attention to our problem during the 
latter part of the nineteenth century and made possible the 
rapid development of the past few years. Special acknowl- 
edgement is made of the wise counsel and inspiring teaching 
of Professors H. W. Moorhouse, Asher Hobson, David 
Friday, and Henry R. Seager, and to Dr. W. O. Hedrick 
for reading and (iriticizing the manuscript. 

JOHN TRUMAN HORNER. 

East Lansin<j, Mkmiksan, 

March 4, 1925. 
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CHAPTER I 

MARKETING 

Its Scope and Place in Economics 

Wants. — As man’s knowledge increased, and as he 
began to move from one part of the earth to another, new 
desires developed. Education, knowledge of the customs 
and modes of living of other peoples, development of an 
appreciation of art, music, and literature, new living condi- 
tions, the complexity of modern life, — especially city 
life — higher standards of living, and numerous other 
fa(!tors have tendi^d to increase the number of man’s w'ants. 
Tilings that were once luxuries for the chosen few are now 
nece.ssities for the ma.sses. This great multitude of wants 
demands satisfaction, and man must exert himself in order 
that satisfaction may result. 

Production. — Some of man’s most fundamental wants 
are satisfied by what has been termed “ free goods.” Free 
goods are those which exist in a quantity greater than 
sufficient to satisfy the demand for them, as wood, nuts, 
berries, or water, in a newly settled country. Most wants, 
however, demand for their satisfaction goods which do not 
exist in superabundance. 

These goods arc called “ economic goods,” for the reason 
that they enter into the channels of trade and are valuable 
in exchange. 

The process by which economic goods are made avail- 
able for the satisfaction of man’s wants is called production. 
At one time in man’s history — the self-sufficing period — 
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production consisted of wresting from Nature the things 
desired, or of fashioning raw materials provided by Nature 
into forms more desirable. Since these processes were 
performed, as a general rule, by the individual desiring the 
goods, there W'ere no other processes of production. As 
society became more complex, processes of production were 
changed. Specialization developed because of the natural 
adaptability of certain locahties or individuals for the 
production of certain kinds of goods. With this change 
came the production, by the individual, of more of certain 
kinds of goods than were needed by him for the satisfaction 
of particular wants, and a lack of goods for the satisfaction 
of other wants. The era of ex(!hangc then dawned. Pro- 
duction became localized, to a certain extent. The increase 
of wants made it desirable to get goods from other sections 
of the world, and in order that these goods might be avail- 
able they had to be transported. Thus, another process of 
production — transportation — became necessary. 

Nature produces seasotially, while most of man’s wants 
are continuous. Except as man may go from place to place 
and keep pace with the changing seasons, he must hold 
goods over from the period when Nature provides to the 
season when she does not. This process of holding goods 
from one time to another is called storage. The process of 
storage has always been one of man’s activities since he 
passed from the stage of the nomad and hand-to-mouth 
hving. It was only when this service was turned over to 
the specialist that its existence as one of the processes of 
production was fully realized. As society became more 
complex and specialization more common, the necessity of 
the services of production, other than those of mere extrac- 
tion and form-changing, became evident. Changes in the 
practices and structure of society are not readily grasped 
by man. The new specialists, who came into the world 
markets as a result of the changes in productive methods, 
were not considered as real producers. Persons who have 
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studied the problem in all its phases now realize that those 
who perform services essential in getting goods into the 
hands of the consumer at the time desired by him are just 
as essentially producers as those who extract or fashion 
materials. 

Economic Utilities. — Goods, in order to satisfy wants, 
must have certain qualities; they must be in the right form 
and must be on hand at the right place at the time desired. 
These qualities are called “ utilities.” Economists classify 
utilities in different ways. The orthodox classification is 
time, place, and form utility. A good is said to have form 
utility when it is in the form desired. For example, a board 
will not satisfy the desire for a chair until it is fashioned 
into the shape dictated by comfort and fashion. It must 
also be at the place desired; a chair in a warehouse will 
not satisfy the desire for a seat at the dining table. 
The good must also be on hand at the time desired; ice 
in December will not satisfy the demand for refrigeration 
of the July milk supply. In addition to these utilities, 
economists have offered others, such as elemental utility,* 
the utility which a thing possesses by virtue of the ele- 
ments of which it is composed; composition utility, which 
is the result of the chemical composition of a material 
such as coal, which may be changed into gas and coke; 
and possession utility, which is created by the transfer of 
goods from the hands of one person who cannot or does 
not desire to utilize them to another who wants them. 
The utilities, then, which have been defined by economists, 
are elemental, form, composition, place, time, and pos- 
session. It makes very little difference just what classi- 
fication is used, so long as a clear concept of the productive 
process is obtained. 

Classification of Productive Processes. — Production is 
the creation of utilities. The activities or the processes of 
production may be classified as follows: 

* Ely and Wicker, Elementary Principles of Economics, p. 83, 
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1. Those which result m the creation of goods and 
the changing of their forms. 

(a) The extraction of minerals, or the production 

of crops, livestock or timber. 

(b) The manufacturing processes which change 

the form of raw materials. 

II. Those processes wliich do not affect the form or 
composition of goods. 

The services of storage, transportation, and ex- 
change, which create the utilities of time, 
place and possession. 

This classification corresponds with the general con- 
cept of the terms “ production ” and “ distribution.” In 
order that terms may be used which do not conflict with 
ithose of the economists, it might be better to (!all these 
itwo divisions “ physical production ” and “ market distri- 
bution.” 

From the above analysis it is to be noted that production 
includes most of the activities of naan. Man is directing 
practically all of his activities toward getting goods in the 
proper form, at the proper place, and in the possession of 
the individual who can use them, at a time when they are 
desired. Marketing includes all that part of production 
which does not have to do with the creation of the form 
utilities. 

Classifications such as those given above are necessarily 
somewhat arbitrary, but, no matter what kind of classifica- 
tion were given, some objections could be found against it. 
Students of marketing have long ago learned that a study 
of the market problem consists of something more than a 
consideration of the mere processes necessary to create the 
different utilities. Time utility is created by storage, place 
utiUty by transportation, and possession utility by selling. 
There are certain complementary services which must be 
performed in order that these utilities can be created. A 
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discussion of marketing would not be adequate unless it 
included those conii)lementary services. 

Marketing Services Classified. — In view of the adjuned 
services which must be performed, marketing consists of 
more than the more processes of utility creation. Market 
services may be classed as follows: 

I. Those which have to do with the creation of 
utihties. 

(a) Transportation. 

(b) Storage. 

(r) Selling. 

TI. Those which have to do with getting the product 
ready for the .services listed under 1. 

(«) Grading. 

(6) Packing. 

III. Those whi(!h are not directly connected with the 
product. 

(«) Financing. 

(b) Risk-taking. 

Other Considerations. — There are certain operations, 
other than those of the strict market processes, which should 
be considered in connection with the market problem, 
because they have such a direct bearing on the performance 
of the marketing .services. Marketing is a part of produc- 
tion. Production is not complete until the product, in the 
form desired, has been brought to the place where it is 
finally wanted for consumption. 

Strictly speaking, it is at times very difficult to draw 
the line between what is called “ production ” and what is 
termed “ market distribution.” These processes are closely 
allied and should be considered as continuous. What 
happens in one stage will have an effec^t on what happens 
in other stages. It is, then, well within reason to study 
every step in the entire productive process in the hght of 
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its effect on the condition of the final good as delivered 
to the consumer. 

Farm crops cannot be raised nor goods manufactured 
without regard to the demand for them. Is there a market 
which wants this or that product? Is it one the consumer 
is willing to pay for? Is the product made in the way the 
consumer wants it? What qualities are desired? What 
practices must be followed in order that these qualities may 
be created and preserved? 

The time to begin a study of the marketing of a crop or 
the product of a mill is before the goods are actually pro- 
duced. It is the height of folly to create goods and then 
seek a market for them. Goods should not be produced 
merely because the producer likes to make such goods. 
The productive effort of society should be directed accord- 
ing to consumptive desires. So it is essential that a treatise 
on marketing give consideration to a study of the market 
demand and the direction of the processes of production 
along the lines wliich will satisfy that demand in the most 
economical manner. 

After effort has been expended in the production of the 
goods which are desired, and after these goods are ready for 
the market process, items other than the mere market 
processes must be considered. If quality and market 
demands during the productive process are worthy of 
attention, it is likewise important that they be considered 
throughout the market process. Therefore the student of 
marketing might well give attention to “ Care ” during the 
market process and the effect that lack of care has on quality, 
the return to the producer, and the total accumulation of 
economic goods. It is proposed in this treatise to give 
attention to the benefits of well-guided production, to the 
importance of care in handling products, and to the demand, 
as well as to the generally accepted market services. 

The Market Agencies. — Marketing might be studied 
from two different viewpoints: first, as has been outlined 
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above, as a study of the different market services necessary 
and the economic principles underlying the performance 
of each; second, as a study of the market machinery, from 
the assembler of products through the wholesaler, broker, 
jobber, and retailer, to the consumer. Different market 
channels can be mapped out and comparisons made of the 
costs and services of each. Efforts are made to “ shorten 
up ” the market chain and bring the producer closer to the 
consumer. 

As time goes on, we see a change in the type of the mid- 
dleman. Great specialization has developed in some lines. 
There are wheat buyers, cattle buyers, butter and egg 
dealers, hat shops, shoe shops, and various other special 
shops. The old general store is passing out of existence 
in many localities. The clothing store is being broken up 
into a multitude of special shops. On the other hand, side 
by side with these special shops, we find a concentration of 
many different lines of merchandise in one busine.ss unit. 
The modern department store has become one of the great- 
est of present-day merchandising agencies. The modem 
drug store is becoming a place where almost everything 
but drugs is sold. The chain store is a new agency which 
has but recently entered the field of trade and brought with 
it many advantages and disadvantages from the standpoint 
of both the merchant and the consumer. We see evidence 
of integration in marketing in connection with many of the 
larger industries, such as packing and steel. 

In making a study of the market processes, then, we find 
regular and irregular channels of distribution, currents and 
cross-currents. A chart of the channels of trade through 
which goods must pass to-day is a maze of lines, curves, and 
dots. Confusion as to the methods of industrj’ exists and 
will continue to exist until a complete study has been made 
of the processes and economic services which must be 
performed. As time goes on there will continue to be, no 
doubt, other changes in the market machinery. How many 
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agencies there are in the market process is not the all- 
important problem. It is, however, of great importance 
whether these agencies perform their functions in an econom- 
ical way. One of the great misconceptions which the public 
seems to have of the market process is that the costs vary 
in direct proportion to the number of agencies in the market 

channel. If specialization 
in physical production is of 
value, it is reasonable to 
suppose that similar bene- 
fits might also result from 
specialization in the field of 
market distribution. 

Reasons Why Certain 
Practices are Followed. — 
The market agencies, we 
find, have come into exist- 
ence because men saw op- 
portunities to make money 
by performing certain ser\'- 
ices. These opportunities 
were presented to them be- 
cause the farmer or manu- 
facturer desired to be re- 
lieved of certain duties so 
that he could devote more 
of his time to the duties of 
physical production, so that 
he could, in other words, take advantage of the savings of 
specialization. On the other hand, some market agencies 
have been brought into the field because there were certain 
services which the consumer demanded. There may be 
some exceptions, but in general we find that noarket practices 
are the result of the composite demands of society. If the 
services which the market agencies provide were not con- 
sidered valuable by the consumer, they would cease to exist. 



Fig, 1. — The roadside market pro- 
vides a means of direct sellinii;. 
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It is quite probable that there are many market services 
which a certain consumer does not want performed for him. 
He might prefer to do certam things for himself and save 
the cost. However, it is not the desire of each individual 
consumer which is to be satisfied but the “ composite 
demand ” of the community. The consumer must adjust 
his method of living to the conditions of the complex society 
in which he lives. Then* are some disadvantages, a.s well 
as advantages, in our modern society. Take, for example, 
a small town community in which the majority of the i)eo])le 
desire f.o have llu'ir groceries d(;livered and credit ('xfended 
until tlu; end of the month. A consumer who would })refer 
the “ {;ash and carry ” system and the money savings 
which naturally result from it cannot ha\’c his wish met, 
for the reason that there are not enough consumers who 
dc'sire the same thing. On the other hand, if most of the 
people of the community attached enough importance to 
the economies of this system, it would become the prevailing 
one in the community and the individual who wanted tlu* 
delivery service and the charge ac(;ount would be compelletl 
to go without it or j)ay tlu; extra (*xpense of having it pro- 
vided. The (toniposite demand of the markcit is the result 
of the demand of the bulk of the individuals buying in that 
market, and it is this which is to be satisfied, and not the 
demand of the individual. 

Probably there are some agencies which are an extra 
burden to sock'ty and an effort should be made so to 
regulate productive and market practices that their sen*- 
ices will become unnecessary. If there are uneconomical 
steps in the market pnwess, tlui causes for such should 
be determined and the remedy applied at the proper 
place. The entire market process must bo studied dili- 
gently. Facts must be ascertained and substituted for 
misconceived theories arising out of prejudice, bias, or 
desire. Marketing is a part of production, and the whole 
problem resolves itself into that of securing economical 
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and well-adjusted production of those things which society 
demands. 

Importance of Demand Analysis. — Since production of 
goods is carried on for the primary purpose of satisfying 
demands, one of the most important of the market problems 
is the analysis of demand. Proper correlation of produc- 
tion and demand is essential for a free flow of goods through 
the market. If goods which are not desired are offered for 
sale, the market will not be right; the; goods brought 1o 
the market place must be of use to those to whom they arc 
offered. In order that goods may continue to flow into the 
market, the return must be sufficient to pay for all the costs 
of getting them there. There arc two mam classes of 
costs: (1) the cost of physical production, and (2) the 
cost of marketing. Unless the price received for goods is 
sufficient to cover thes(i costs, the goods will go off the 
market. Production and marketmg are not being carried 
on as they should be unless the consumer will take what is 
offered at a price which will pay costs. When goods can- 
not be sold at a price sufficient to meet costs, it is because 
the costs of production are in excess of the value which the 
consumer places on the goods, because the goods offered 
are not of the type desired, or because the quantity offered 
is in excess of the demand. Production under any of these 
conditions is out of harmony with demand. Demand 
should be studied, and every effort made to bring into the 
market goods which will be just as the consumer wants 
them. 

The successful manufacturer studies his market. He 
tries to sense the desires of the consumer and place goods 
before him which will bring forth a remunerative price. 
The farmer has failed in the past to study his market. 
There has been a great lack of any attempt to correlate 
production and demand. Too much attention has been 
paid to the number of middlemen and their profits and too 
little to the demands of the consumer. No lasting improve- 
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mcnt of market conditions will result until an adequate 
market analysis has been made and forces put into motion 
which will direct production in such a manner that this 
consumptive demand is met. 

Importance of Well-directed Production. — There are, 
no doubt, many weaknesses in the market system of our day, 
but there is none which is more significant than that of the 
correlation of demand and production. The consumer is 
the one who pays the bill, and if he is expected to continue 
j)aying it, he must be provided with the things he desires. 
It is a waste of economic effort for anyone to continue pro- 
ducing things without first having made a study of the 
kind, quality, and quantity of goods demanded. If the 
price received is not sufficient to pay the expenses of pro- 
duction of a good, farmers or manufacturers will turn their 
attention to other lines because of their losses. This is an 
e.xpensive method to follow in guiding production. The 
more economical and sensible way is to study market 
demands and try to direct production along those channels 
so that demands can be met. It will be impossible to gauge 
demand absolutely so that production will always be in 
harmony with it, but production guided by facts gathered 
from a scientific study of demand will come more nearly 
into harmony than production which is left to chance. 

We must look forward to harmony in the production of 
the things we need. (loods of the desired quality and in 
the right quantities must be brought into the market. If 
production is in harmony with demand, goods will flow to 
market in the right quantities, thereby eliminating a por- 
tion of our market ills. 

Difficult to Harmonize Demand and Production. — 

There are, of course, great difficulties in determining what 
demand Ls going to be. Determination will be a task of no 
small magnitude in the case of demand which is influenced 
by weather conditions or fashions. On the other hand, the 
demand for such products as potatoes, wheat, and other 
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staples is not so dilficult to {l(!termine. There are difficul- 
ties on the side of production which are hard to overcome. 
'FIk; manufacturer can definitely gauge ahead just what 
quantity of linish(Hl goods is going to result from a given 
quantity of raw materials and labor. Agricultural i)roduc- 
tion is so dependent on factors over which man has no 
control that it is impossible to regulate the (piantitj' of 
l)roduction except within wide; margins. 

\ great part of the effort of selling is directed toward 
this problem of bringing demand and supjdy into harmony. 
'Fhe effort is made to bring demand up to the ])otential 
supply. In many ijistances this is a A^ery expensive process. 
In those industries where supply is not n'gulatc'd in some 
manner, there is the risk of its being more than sufficient 
to satisfy demand at prices which are remunerative to the 
producers. "Fhis necessarily involves risk and causes th(' 
expenses of selling to be higher than they would otherwise 
be. 

It is important that the producer should be able to con- 
trol not only the quantity of pnaluction but also ihv kind mid 
qualily of goods to be produced. Instead of devoting so 
much time to a consideration of those factors of market 
improvement which are popular, and to criticism which is 
not founded on facts, we should give more attention to the 
factors of improA’enient, which mean so much more. The 
saving that would be effected by the elimination of the 
retailer would iu)t be as great as that which w’ould result 
if better methods of storage of certain products were prac- 
ticed, or if price fluctuations were decreased through a 
more regular flow of goods to market. Reduction of costs 
is important; and if there are some individuals in the 
mark(*t channel who are exacting too much, it is important 
that this condition be remedied, if possible. This is a 
matter of the distribution of wealth between individtials. 
Can we say that it is of less importance to guide production 
in the right channels and save products which have been 
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produced? Is not the most fundamental problem of our 
economic activity that of directing our efforts along those 
lines which will give the greatest returns in the shape of 
economic goods? The j)roblem of a proper distribution 
of this wealth to the various classes of society is one of 
paramount importance, but the importance of this docs 
not diminish the magnitude of that of economical pro- 
duction. 

Improvements in Marketing. — A great deal has been 
(lone to improve market conditions within the past ten 
years. The Federal (joveniment has, through the Depart- 
ment of Agriculture, made a study of the problem of agri- 
cultural i)roduce markets. This work has been conducted 
on a research and educational basis. States and munici- 
palities have their departments of markets. Farm and 
business organizations have been making investigations 
and taking action of various kinds in an endeavor to im- 
prove the condition of the farmer and reduce the cost of 
living. The activities of consumers have generally had to 
do with food products. The problem of expensive food is 
paramount in the mind of the consumer for the reason that 
food is such an important item in the budget. The general 
public has been interc'sted also in the prices of transporta- 
tion, telephone, electric, gas, and water service. This has 
not been due to the high prices which have prevailed, as 
much as to the monopolistic nature of such services. Very 
little concerted action has been taken in connection w'ith 
the marketing of clothing, books, drugs, automobiles, 
jewelry, radio equipment, or the prices of theatre and prize- 
fight tickets. 

Following the Civil War, came a number of farmers’ 
movements which were primarily a protest against the 
economic, social, and political conditions under w^hich 
farmers were living. In reviewing the acti\’ities of the 
resulting organizations, we note many mistakes and much 
unsound thinking. However, these organizations have 
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been of value to American society, for they have stimulated 
thought and led to the acfiuisition of much information. 
The more farmers have studied their problems and become 
acquainted with the processes of marketing and the func- 
lions of middlemen, the more they have come to a realiza- 
tion of their importance. It is through contact with actual 
market conditions and a real study of the reasons for market 
evils that improvement comes. 

A very hopeful sign at present is that those who are 
working to iminovc conditions in the agricultural produc<^ 
market are devoting the greater portion of their time and 
energy to such problems as grades, ])acking, storage facili- 
ties and methods, demand studies, productive methods to 
improve quality, and waste reduction. Farmers and con- 
sumers are beginning to realize that the market problem is 
very com])lex and can not be solved by merely “ elimina- 
ting the middleman,” even if such a thing were possible. 



CHAPTER II 

STANDARDIZATION OF PRODUCTION 

The successful manufacturer devotes his time to the 
production of one of two chisses of products: First, the one 
for which he knows a demand already exists. In this case 
he makes every endeavor to satisfy that demand as he finds 
it. He must make an extensive study of the wants, de- 
sires, and wliims of his po.ssible customers in order to deter- 
mine properly what the real demand is. Upon how well 
he makes an analysis of his market his success depends. 
He may make, in the second jdace, those products which 
are new on the market and for which demand has not been 
developed. There is no apparent demand for this class of 
goods because the public is not aware of its existence. It 
is necessary for the manufacturer to create this demand. 
If he has a product which will take the i)lace of some other 
at a lower price, or do the job better, or do something which 
no other product ever did, then — providetl the product is 
properly placed before a trade which can afford to buy it — 
a market will bo created. It would, indeed, be a foolish 
individual who would insist on manufacturing a com- 
modity for which there was no demand or for which none 
could be created. In fact., he could not continue to do so 
very long; he would become bankrupt. It is one of the 
axioms of business that success is founded on the satisfac- 
tion of the demands of the people. Sell or make the things 
people need, or want, and make them in the form in which 
the people want them. The consumer is the final judge in 
the matter of what things shall be made and how they shall 
be made. The successful producer of goods always caters 
to the whims of the trade, and places on the market the 

15 
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things wanted ins(.(;ad of the things which he, the manu- 
facturer, likes to make. Real success in business is cer- 
tainly founded on the ability to sense the demand, either 
actual or potential, and to satisfy that demand most eco- 
nomically. 

The farmer, in the past, and to a great extent at the 
present time, has not studied his market. He does not 
know, and until recently has not given evidence of any 
gre.at desire to learn, what tlu' market demands. Ih’oduc- 
tion on the farm has been guided, not by the impelling force 
of demand, but rather by the desires or wishes, created by 
custom, of the individual farmer himself. It is true that 
the prices of farm ])roducts (h'termine to a certain extent 
the quantity and kind of farm products which will be 
planted. But it is also true that to too many fanners 
cotton is cotton, corn is corn, a hog is a hog, and a water- 
]nelon is a watermelon. No distinction is made iis to the 
qualities of the different varieties of corn, cotton, or water- 
melons. Too often the farmer grows on(^ varietj' of water- 
melon because he likes it. He does not study the demand 
of the market nor determine whether this variety is tlie one 
which the consumer — the man w'ho makes it possible for 
the farmer to continue raising watermelons — wants. In 
short,, there is not the proper study of the demand for farm 
products nor concerted action for the satisfaction of that 
demand on the part of those who grow the ])roduct. 

The farm, while considered by some as the place where 
man is really “ independent,” is as much, if not more closely, 
allied with industry than any other producing unit. The 
farm is a factory where goods are partially or wholly pro- 
duced to meet the demands of the world. It is a factory 
which is merely one unit of a chain of about six and one- 
half millions in the United States. Nearly all of these 
units are working to produce goods to go into the same 
market at the same time and on the same basis. The 
manufacturer of knives brands his goods and is thereby 
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enabled to enter the market with a distinct product — the 
XYZ knife. This knife is distinctive; it is not like all 
other knives; there is some individuality about it. The 
farmer’s product, in most instances, is incapable of being 
branded and going into the market as a distinct good. 
The farmer, in other words, has his product put into the 
market stream with all others. He sends the good with 
the bad; this variety with that variety; this size with that 
size. To remedy this evil, grading and packing have been 
introduced in connection with the marketing of some 
l)roducts, but because of hai)hazard methods of [)roduction 
the task of grading and sorting is a tremendous one. 

It is true that Nature does not produce all peaches alike 
in the .same preci.se way that the machine turns out each 
and every rolU'r bearing exactly like the preceding one. 
Then; must be some grading and cla.s.sing. The farmer can 
assist. Nature in growing more nearly uniform products by 
the standardization of varieties. 

The reason why more .attention has not been given to the 
])r(Kluction of better i)rodu(‘ts by the farmer is that m.any of 
the agencies which have been aiding him in connection with 
his problems have not seen the imjmrtajit connection which 
exi.sts between market and production problems. Too 
often have thej' thought that the real problem was to pro- 
duce a Large cr(»p and that the market problem would in 
some w’ay take care of itself. Also, the farmer li\-es under 
isolated conditions. He is not in chnse contact with his 
neighbors, and before the days of the automobile and 
telephone lived much more to himself than he does to-day. 
There was no action in concert, among farmers; therefore, 
it is quite natural that there should not be unity of policy 
in the production of crops. The necessity for concerted 
action in the st<and.ardizat ion of varieties is being recognized. 
With such standardization will come th(i elimination of 
many of the costs as well as the evils of the market process, 
for it will make unnecessary some of the things which must 
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now be done. It is the purpose of this chapter to study 
some of the benefits which can be secured through the 
standardization of agricultural production and to bring 
out the importance of these benefits in their relations to 
the marketing process. Standardization in this sense is 
taken to mean the production of one, or a few, varieties of 
crops or breeds of stock in each community. 

Livestock. — Standardization on a certain breed of 
live-stock brings to the communitj'^ certain distinct ad- 
vantages: 

1. A Better Market Price. The car -lot of uniform cattle 
tops the market. The packer can better estimate the 
“ run ” of a uniform car-lot than that of a mixed load. 
“ For instance, it is well known that a mixed load of live- 
stock containing a different number of grades does not sell 
as well as a uniform load.’’^ 

The best way to secure uniformity is through the raising 
of one breed. The large breeder of livestock long ago 
learned the importance of handling one breed, or at least of 
keeping the breeds separate. He knows from exjierience 
the advantage of having a uniform product to pul on the 
market. He does not have the handicap of non-uniform 
breeds and grades. Furthermore, he has a sufficient 
quantity of livestock to make car-lot shipments to the 
central market. This type of breeder does not have the 
market difficulties which are encountered by the man who 
has only a small number to sell. 

In order that the small breeder may gain the benefits of 
marketing cooperatively with his neighbors and secure the 
advantages of volume, it is necessary that he raise the .same 
kind and quality of livestock. Under such conditions there 
may be taken to the market a shipment which will be 
attractive. In the production of livestock it is not always 
easy to get uniformity, even under the same conditions. 


* Armour and Company, Handbook of Agriculture, 1921, p. 27. 
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It is more difficult for a community to secure uniform pro- 
duction than it is for an individual, because of the difference 
in feeding methods, care, and attention given. To approxi- 
mate uniformity, then, it is more essential for the small 
breedej-s of the community to standardize on one breed and 
('li minute the scrub, than it is for the large breeder. 



Fio. 2. — Uniform lots of livestock sell liotter than mixed lots. (Courtesy 
Swift and (\)mpany.) 


“ Community breeding where fanners keep the same 
breed is advisable. Shipments to markets are more uniform. 
Better prices are paid for uniform lots. The right kind of 
bulls are always available. Car-lots of uniformly good 
beef cattle bring high prices. 

2. Exchange of Valvahle Sires. The purebred and pre- 
potent sire is one of the most important factors in the live- 
stock business. These animals are expensive and it is 
* Armour and Company, Circular No. 5, ‘*Beef Cattle.** 
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necessary to secure new ones as the herd increases and new 
breeding stock grows up. If there are not other breeders 
close at hand producing the same breed, it will be necessaiy 
to go to other communities for the new sires. This is more 
expensive than obtaining them nearer home. Also, the 
strain and real worth of local animals are better understood 
than are those of animals purchased elsewhere. Sires may 
also be transferred from one herd to another, thus assuring 
economy in the disposing of animals no longer needed in 
any particular herd. 

3. Cooperative Sales of Breeding Stock. One of the im- 
portant causes of high costs in any business is that the 
volume of business is not sufficient to keep the unit cost low. 
The breeder of good livestock usually has a number of 
animals which he desires to .sell for breeding purposes be- 
cause they will fetch a better price than if sold for slaughter. 
Unless he operates on a large scale, he will not have a suffi- 
cient number of animals to attract buyers from a distance. 
If the community has standardized on a certain breed, all 
the breeders can hold a cooperative sale at which the number 
of animals offered will be suflSciently large to attract many 
buyers. The expense of such sales can be borne by the 
several sellers. This should reduce the unit cost of selling. 

4. Advertising Valve. Cooperative sates have a dis- 
tinct advertising value. The community which has stand- 
ardized on any breed may by proper advertising gain a 
country-wide reputation. This will attract buyers. It 
will redound to the benefit of each breeder and of the com- 
munity as a whole. 

5. Improvement of the Breed. The improvement of the 
breed can be best accomplished by community action. 
The experience of one breeder can be shared with others. 
Specialists brought into the community by a group of 
breeders may be able to help all of them. During recent 
years the market demand for meat has changed. The 
consumer desires different kinds of cuts — smaller ones — 
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and less fat. This consumer demand has reacted to influence 
the packer and through him the livestock producer. Such 
changes can best be met by community thought and action. 

6. Community Pride. The permanency of agriculture 
in America depends to a considerable extent upon the build- 
ing up of a pride in the business. Pride in the occupation 
is found to the greatest extent in those communities where 
the best things are being done, that is, in communities where 
something more than raising crops and animals is carried 
on. The improving of the resources of an industry is an 
item of advancement. The farmer feels the importance of 
such things as much as does any other class of citizen. The 
farmer who is improving the cjualify of livestock or of crops 
grown feels the pride of accomplishment. I'he community 
that acts as a unit in the improvement of agiiculturc is 
easily distinguished from others. A community of this 
s«)rt is most often known for the “ best Holsteins, Durocs, 
Jerseys, and Leghorns in the state.” When a community 
takes pride in its work, there is more enthusiasm in the 
effort. There is rivalry in the effort to excel, and as a result 
there is accomiilishment. 

7. Uniform. Products from Uniform Livestock. The 
best example of such benefits is found in the poultry indus- 
try. Different markets demand different kinds of eggs, 
but all markets demand uniform eggs. In order to meet 
this demand it is necessary to have chickens that yield 
uniform eggs. If the eggs w'hich go to the local buyer are 
uniform in size and color, the problem of grading will be a 
relatively simple one. Conditions are thus made favorable 
for a reduction in the costs of one of the necessary services 
of the market process. 

Cotton. — The advantages of uniform production of 
cotton are well known to all who have studied the marketing 
of this product. Concerning the value of standardization 
of the production of cotton, the American Cotton Associa- 
tion’s Committee on Cooperative Marketing says: “ Aside 
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from the direct activities of marketing organizations, there 
are activities having an important bearing upon the market- 
ing of cotton which cooperative organizations could well 
foster and encourage. The importance, from a marketing 
standpoint, of uniformity of quality in any product is fully 
recognized, and one very important feature of cooperative 
action in relation to cotton marketing should be the develop- 
ment of uniformity with respect to variety and quality of 
the cotton produced. The growers in each section or com- 
munity should standardize upon the varieties best suited 
to its soil and climatic conditions and requirements of the 
mills.”* 

This committee clearly recognized the necessity of the 
farmer’s producing for the market, that is, producing the 
things which will meet market demands, instead of thinking 
only of quantity production. 

The advantages of standardized production of cotton, 
aside from those of community pride and advertising value, 
are as follows: 

1. Seed Kept Pure. Pure seed may be bought by the 
farmer in order to improve the quality of cotton grown. 
Plant breeders may devote years to the improvement of 
varieties of cotton and the development of a strain which 
has the qualities demanded by the market. It takes time 
to develop a variety, and vigilance to keep it pure. The 
custom cotton gin is the place where cotton-seed of one 
variety is mixed with that of another, and, even though 
they may both be pure, a mixture occurs and the crop from 
such seed will be a hybrid. 

“ The admixture of cotton-seed is largely responsible for 
the rapid deterioration of cotton varieties which is so 
apparent throughout the cotton belt, and which to a large 
extent, is directly traceable to the planting of seed which 
has been mixed at the custom gin. When plants of different 

• American Cotton Association. Report of Committee on Co6perative 
Marketing. 1920. P. 24. 
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varieties of cotton grow in close proximity, cross-fertiliza- 
tion takes place through the aid of insects and other pollen- 
bearing agencies, with the result that varieties become 
interbred and deterioration follows. Hitherto nothing has 
been published which fully emphasizes the extent of the 
mixing which occurs during the ginning process, and con- 
secjuently the seriousness of the evil is not generally ap- 
preciated.”^ 

Elsewhere we arc told that: “ It is apparent from the 
discussion of the present mechanical construction of gins 
that it is almost impossible to maintain the purity of each 
grower’s .seed on account of the added expense of the ginner 
in bringing about such conditions as will insure the accurate 
separation of seed that is to be used for planting purposes 
from seed of other varieties of cotton.”* 

If the quality of the product is to be improved, a good 
variety must be planted and that variety must be kept pure. 
Poor seed is one of the causes of a poor product. Cotton- 
seed cannot be kejrt pure when different varieties are put 
through the same gin. A study of the extent of mixing of 
seed through the gin was made by Government represen- 
tatives at Greenville, Texas, in 1914. The results obtained 
from this study “ show that the mixing occurs to a far 
greater extent than is commonly supposed, and emphasize 
the necessity of materially modifying common ginning 
methods if supplies of pure seed are to be maintained.”* 

In making this study the investigators proceeded as 
follows: 

“ The seed roll was removed from a 70-saw gin and the 
seeds were stained red with ordinary dye in order to mark 
them distinctively. Then they were thoroughly sun-dried 
and finally returned to the roll box. The roll was packed 
as near as possible to the density it had before being removed. 
When the next bale was ginned, samples of the seed were 
taken every five minutes from the gin containing the colored 

* U. S. D. A. Bulletin No. 288, p. 1. 

* Farmers’ Bulletin No. 76*4, p. 26. 

* U. S. D. A. Bulletin No. 288, p. 1. 
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rolls as the seed dropped in to the conveyor. The propor- 
tion of red seeds in each sample was then determined. The 
results of these determinations are given in Table I.”’ 

TABLE I 

Extent of mixf lire in samples of cotton-seed taken from the roll of a single 
gin stand in a battery of three stands at intervals of 5 minutes, as deter- 
mined at Greenville, Texas, September 7th, 1914. 


Time of juittipliriK after 
ginning had begun 

Nurnlier and character of soedH in each 
eainplo 

Ited 

seeds 


Total 

White 

lied 

Per Cent 

5 minutes 

521 

250 

271 

52.0 

10 minutes 

47S 

390 

82 

37.1 

15 minutes 

527 

488 

39 

7.4 

20 minutes 

835 

812 

23 

2.8 

25 minutes 

003 

000 

3 

.5 

30 minutes 

801 

800 

1 

.1 


Such difficulties could be eliminated if communities 
standardized on a certain variety. Cross-pollen ization 
would not occur, nor would the seed be mixed at the gin. 
Where it is impossible to get standardization on one variety 
in the entire trade territory of a ginning point, matters 
could be so arranged that one gin could handle all the cotton 
of one variety and another that of other varieties. 

2. Ginning Expense Reduced. If cotton of a uniform 
length of staple came to a gin, there would be less setting 
of the gin saws to accomodate the different lengths of staple 
and therefore a greater run diuring the day. This increased 
ginning output would tend toward a decreased cost. 

3. Variety Improved Through Breeding Experience. 
With a standard variety adopted by the community, it 
would pay to establish experimental breeding plots for the 
sake of further improving the quality of the cotton. This 
undertaking, which would be impossible for the individual 
cotton grower, could be conducted by the community. 
These breeding experiments could be carried on in coopera- 

» U. S. D. A. Bulletin No. 288, p. 3. 
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tion with the Agricultural Experiment stations and would 
have the added virtue of being more practicable in that they 
could be located where the v'ariety was to be grown commer- 
cially. Also, it is quite essential that as much of the im- 
provement work as possible should be conducted by the 
farmers, or the farm communities themselves. The sooner 
the farmer’s problems can be attacked by himself, the 
sooner will lasting improvement come. 

4. Lint and Texture Kept Uniform. The main product 
of the cotton plant is the lint. Varieties are selected with 
a view toward the securing of a better quality of lint . The 
market demands dictate the qualities which are desirable. 
Pure varieties make for better lint because they yield more 
nearly uniformly. 

“ The producers in each community are urged to grow 
a single vari(*t,y of good-cpialitj' cotton and to exercise care 
in picking and handling so that they may bring to market a 
high-grade cotton.”* 

5. Better Prices to the Farmer. Many farmers have 
been discouraged in their attempt to gnnv the better vari- 
eties of cotton and to imi)rove the (quality. They make the 
sissertion that they can get nt) greater price for the best 
quality than their neighbors get for the inferior quality. 
This charge is true in most of the markets as they exist at 
the present time. 

“ United Action Necessary. Individuals in districts 
held to be inferior cotton districts have repeatedly produced 
superior cotton and thus have demonstrated the possibility 
of the districts for growing better cotton. However, since 
their market price is ba.sed on the character of the bulk of 
the local crop, they are often discouraged, through failure 
to receive the price which their product justifies, from con- 
tinuing their efforts for the growth of superior cotton, and 
so revert to the growth of inferior varieties of the community. 

“ It is evident from every viewpoint that uniformity of 


• Fanners’ Bulletin No. 775, p. 7. 
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production cannot be maintained except through the united 
action of all growers of a given community.”* 

T his condition exists because there is no local market 
for the superior cotton. The quantity is not sufficient to 
make it profitable for the local buyer to handle it separately 
from the other cotton which comes to the market. In 
order to get the advantages of superior quality it is neces- 
sary that there be sufficient of it to make the handling of it 
profitable. 

“ To establish a reputation of a section for superior cot- 
ton there must be annually a dependable (juantity of such 
cotton available in the markets of that s(iotion. The 
greater the quantity of superior cotton produced in any 
community, the more attractive do its markets become to 
buyers, with the result that producers receive better prices 
for their products. 

Uniform and good-quality cotton in sufficient quantity 
makes a market possible. The standardization of produc- 
tion will make the production of such cotton possible and 
revert to the profit of all of the producers in the community. 
Proximity to market is one of the factors which adds to 
price; yet in some instances the farmers favorably situated 
do not take advantage of this factor by producing the pro- 
duct desired by that market. For example: 

“ The producers of North Carolina are not securing the 
advantage that proximity to the mills should give, through 
failure to produce the lengths of staple required by them, 
(^are in selecting varieties for planting tends to improve 
this situation.”” 


In order to offset the disadvantage at which the farmer 
finds himself in the marketing of products in small quantity, 

• Report of the American Association’s Committee on Codperative Mar- 
keting, p. 27. 

Re|X)rt of the American Cotton Association’s Committee of Codpcrative 
Marketing, p. 2.'). 

“ U. S. D. A. Bulletin No. 476, p. 17. 
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it is necessary that he join with other farmers of his com- 
munity and try to place production on a community rather 
than on an individual basis. In this way, the produce 
which enters into the market channel from the various small 
production units can be gathered together and obtain the 
advantages of large quantity marketing. 

“ Organizing on a community basis will permit the de- 
velopment and maintenance of a pure variety of cotton of a 
given length of staple. This development of one variety 
must be accompanied by better methods of harvesting, gin- 
ning, and storing. AMien the cotton is ready for marketing, 
better prices can be secured by assembling it at a central 
point, having it properly classed, and offering it for sale in 
even-running lots of grade and staple. 

Grading and classing of cotton are made necessary be- 
cause it is not of uniform quality, length, staple, and tex- 
ture. If there were standardization of production, there 
would not be such a lack of uniformity as there is at present, 
and the expense of classing and grading would not be so 
great. Another benefit that might arise from the produc- 
tion of uniform quality in a large quantity is that expenses 
of selling might be decreased by attracting buyers direct 
from the mills. If the mill buyer could secure the amount 
and quality of cotton he desired from the producers (w'hether 
individually or cooperatively), he might be attracted to 
such a market. However, under the present conditions, 
where the local market offers many grades of cotton, and 
each grade in small quantity, it is impossible for the mill 
buyer even to consider coming to such a market. 

Other Products. — The advantages of standardization 
of varieties exist in the case of fruits, com, wheat, and other 
farm produce. It is possible that there will be found spe- 
cial advantages for each product not included in the pre- 
ceding discussion. The corresponding advantages in the 
case of potatoes are quite marked. The Michigan Potato 


>* U. S. D. A. Bulletin No. 457, p. 13. 
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Growers’ Exchange has standardized on the production of 
the Russet Rural variety. About 95 per cent of the pota- 
toes sold through their exchange are of this variety. Con- 
cerning this question, the United States Department of 
Agriculture reports : 

“ The impression prevails that the greatest problem 
facing the fruit and vcigetable growers’ industry is that of 
marketing, and the standardization of these products is 
acknowledged to be one of the most important phases of 
that problem. Only a start has been made in this country 
looking toward the standardization of agricultural products. 
Standards for fruits and vegetables are difficult to establish 
because of their perishable nature, the wide difference in 
variethvs, and the varying conditions under which they are 
grown. Standardization is generally taken to mean the 
establishment of suitable standards of (piality which will 
include such regulations concerning the digging, handling, 
sorting, sizing, and packing as will insure a uniform, stand- 
ard product of high quality. It should be extended to 
include the shipping containers used. 

“It is equally imi)ortant, however, that standardiza- 
tion b(! applied to the production of this crop. An effort 
is being made in many states to standardize the varieti(?s 
grown. 'Phis movement aims to confine the i)lanting in 
each section to a very few varieties which have proven best 
for that locality. An endeavor is th(;n made to plant only 
seed true to name and of the best selection. The result of 
such methods is to standardize these few varieties of pure 
strains and eventually make the section widely known as 
producing certain varieties to a high degree of perfection 
and in large quantities.”** 

“ Crop varietal tests held in a large number of commu- 
nities show that a great number of crop varieties of varying 
quality and yielding ability are being grown. If all farmers 
in any one neighborhood were to adopt the best varieties 
as their standards, increased yields would be secured and a 
more uniform and superior market grade produced.”*^ 

“ Fnriners^ Bulletin No. 753, p. 18. 

Michigan Agricultural College Experiment Station Special Bulletin 
No. 109, p. 3. 




llioro is loss risk of dotonoration if produce is well-graded and packed 
lx'ft)r(‘ shipment. Courtesy Ij\ S . D, A. 



StEindardization of production gives uniformity which makes loading and 
sale easier. Courtesy Bureau of Agric, Econ., {/. S. D, A, 
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To sum it up, standardization of production on the farm 
has a direct influence on the market price received for the 
produce. This is a problem of production; yet it is one so 
vitally connected with the market process that thorough 
market discussion cannot result unless it is taken into con- 
sideration. It is, too, one of the most important of the 
questions which confront the market student, for it is essen- 
tial that the product offered be one that the market desires. 
The better the product fills a market demand, the better 
will be the price received. As mentioned in the early part 
of the chapter, the manufacturer produces for the market. 
He studies the market needs. If the farmer is to be suc- 
cessful in his marketing, he must also look toward the mar- 
ket. The American farmer might well take for his slogan, 
‘‘ One eye on the furrow and the other on the market 
or, as a prominent market specialist hjis said, “ One hand 
on the plow and both eyes on the market.” 



CHAPTER III 

PREPARATION FOR MARKET 
I. Grading 

A grade is a unit of (juality and is said to Ik* standard- 
ized when it is generally known and accepted by the trade, 
or buyers and sellers. Grading is the process of sorting 
produce into lots of uniform quality. 

In order that a grade may be of value, it must become 
known to the trade as an indication of a certain fixed and 
never-changing quality. A grade which varic's from time 
to time is of no value and does not serve the purpose for 
which it was intended. The first requirement of a grade is 
that it be honestly made and continue to be the same from 
day to day. Confidence is necessary if grades are to serve 
their purpose. 

Grades Based upon Demand. — As a general rule, 
grades are based upon the demands of the consumer, or, in 
case of a product which is to be ])roccssed, upon the demands 
of the manufacturer. For example, wheat grades are based 
to a very large extent upon the demands made by millers. 
Wheat differs in milling qualities; that wheat which has 
the best milling qualities is most desired by millers and is 
bought by them in preference to other wheat. Wlieat grades 
are based upon milling requirements. Of course, back of 
the demand of the miller for a certain kind of wheat is the 
demand of the baker for flour which will make a certain 
kind of loaf, and this in turn is prompted by the desire of the 
bread eater. Every trade activity is made in an endeavor 
to satisfy some demand of the consumer. Thought is given 
to the thing which will cause the product to be demanded. 

30 
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The desires of the consumer are the impelling force in in- 
dustry, and on all sides we find efforts being made to satisfy 
these desires. The consumer's demand, then, may be said 
to bo the basis of grades, even though the consumer is not 
aware of that fact and may be entirely ignorant of the exist- 
ence of grades. 

Why Grading Is Necessary. — In manufacturing indus- 
tries the product flows from the machine with those qual- 
ities which the manager desires, for men can control the ac- 
tion of machinery with precision. The result is uniformity. 
Man’s control over Nature is not so great. In fact, man 
has great difficulty in causing the forces of Nature to yield 
the exact thing that he wants. The product of one thou- 
.sand similar machines will be the same from day to day and 
from year to year. In agriculture, on the other hand, the 
product from se\ cral plants or trees will not have the uni- 
formity desir(‘d. 'Phe fruit from one tree will be of many 
sizes, shapes, and qualities. \Mnle the tendency will be to- 
ward uniformity, there will not be that precise uniformity 
desired by the consumer. 

Man and machinery produce uniformly, while man and 
Nature produce in varj'ing degrees of quality. This is true 
because man has not yet learnetl to make Nature do his bid- 
ding, and it is very probable that he will never be able to ac- 
complish this. Man’s advancement has been due largely to 
the fact that he has been able to adjust himself to Nature 
rather than control her. In the chapter on Standardiza- 
tion of Production it was shown that man can cause the prod- 
uct to be more uniform by giving proper attention to va- 
rieties grown. However, Nature does not yield a uniform 
product and therefore it is necesvsary that man make this 
product uniform before it goes to the market, primarily be- 
cause the consumer desires uniformity. 

Concerning the importance of grades and proper prep- 
aration for market, the United States Department of Agri- 
culture has said the following: 
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Experienced produce merchants will agree with the 
statement that any fruit or vegetable of desirable variety, 
well grown, carefully harvested, properly graded, packed 
and shipped, is more than half sold. On the contrary, prod- 
ucts poorly grown or carelessly prepared for market are 
always disposed of under a decided handicap. 

The appearance of an article of fruit or produce is the 
first point noticed by the consumer, the retailer or the whole- 
saler. If the product is exhibited in dirty or damaged 
packages; if it is slack-packed, decayed or not graded for 
size of quality, the best “ Trade ” will pass it by for other 
shipments of better appearance. If upon further inspw’.- 
tion the eating or keeping qualities are found to be lacking, 
the article is sure to be rejected by the discriminating buyer. 

Years of observation on the part of those closely con- 
nected with the business warrant the statenjcnt that markets 
are rarely glutted with fruits or vegetabl(!s of first-cla.ss 
quality and appearance. High-grade products will sell, and 
usually at a profit to the grower, even when ordinar>’ or poor 
grades are going to waste. This situation is t.o be expected 
since it is natural for both dealers and consumers to want 
the best. On a normal market the higher grades may be 
out of reach of many on account of price, but when a market 
is glutted and quotations drop the “ Trade ” will become 
more and more dLscriminating. The well-graded an<r well- 
packed produce will be taken and the mediocre left or sold 
at a sacrifice. Wholesalers and retailers know that the 
higher the quality of their goods, the less chance of loss in 
deterioration, time and customers.* 

The Advantages of Grading. 1. Gives Uniformity to 
the Product. Grading sorts the commodity into uniform 
classes, and permits, or makas easier, the use of machines in 
manufacturing. Some machines are made to take certain 
sized products. Unless there is uniformity in the product 
which is fed into such a machine, the result is not satisfac- 
tory. In many instances of manufacture, it is desired to 
have a product which is uniform as to quality and size, so 
that the finished product will have an attractive appearance. 


* Fanners’ Bulletin No. 707, pp. 1-2. 



THE ADVANTAGES OF GRADING 


33 


Peaches, pears, pineapples, and other fruits are examples of 
this. Appearance is one of the most important factors of 
quality in such processed products. Good appearance can- 
not be secured unless there is uniformity as to size. 

2. Decreases Waste in Marketing. It is impossible to 
make a reliable estimate of the quantity of produce which 
is thrown away during the market process, but the amount 
is truly enormous. It has been estimated that 25 per cent 
of the perishables arriving at wholesale markets are hauled 
to the dumj)-pile.* The writer is of the opinion, however, 
that this is an exaggeration and could not be substantiated 
if all the facts wen; gathered. During the year 1920, the 
New York City Board of Health condemned some twenty- 
four million pounds of food products as unfit for food. This 
is, however, a very small percentage of the entire food re- 
ceipts of the city for that year. This, of course, makes uj) 
only a part of the losses, as a great amount is thrown away 
without being condemned. 

Food products, especially perishables, move from the 
wholesale market rapidly and get away before much loss 
occurs. It is in the retail section of the market chain that 
the greatest loss probably occurs. It is impossible to make 
an estimate of this toss that would be of any value. Sum- 
ming up the evidence, it is quite probable that the losses in 
the markets due to decay have been greatly exaggerated; 
however, this loss is quite enormous and causes a great bur- 
den upon the distributive, system. The loss which occurs 
is not only the actual loss of the produce which is thrown 
away, but also the loss of the effort and expense in handling, 
packing and transporting that portion which is dumped. 
By proper grading and packing this loss will be reduced. 

There is a constant complaint on the part of growers and 
farm papers that too great a difference exists between the re- 
tailer’s selling price on potatoes and the price received by the 

* Adams, A. B., “Marketing Perishable Farm Products,” p. 25. 
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farmer. Without doubt, this is true. However, the re- 
tailer replies, on just as good ground, that if potatoes were 
so graded that they would reach him in proper condition to 
deliver to the consumer, as do most of the other products 
which he handles, he could sell on a smaller margin, for it 
would be unnecessary for him to stand the losses which now 
accrue from potatoes that must be (iulled out on account of 
their poor quality or condition, and from labor necessary to 
do this work.® 

If, in grading at the country shipping point, all that por- 
tion of the produce is left out which is not capable of stand- 
ing the strain of the market process, then there is an eco- 
nomic saving. As the practice of proper grading becomes 
more universal, physical and money losses will be reduced. 

3. Increases Value. Grading increases the market value 
of produce. 

“ Good fruit, uniformly well graded and sized and in 
sound condition, soon gains a reputation for soundness, 
quality and dependability that commands for it the high- 
est market price throughout the season.”* 

A uniform lot of produce is more pleasing to the eye, and 
will cause the consumer to pay a higher price for it, than 
one that is not uniform. Ultimately, it is the effect of such 
things on the consumer that is of significance. The well- 
graded and properly appearing product is the one the con- 
sumer prefers. It is quite true that he could probably 
“ make a better buy ” if he were not so particular as to ap- 
pearance. In speaking of this matter, one man in the whole- 
sale produce business in New York City once said that people 
“ eat with their eyes ” and are too particular about the ap- 
pearance of things. This may be true, but on the other 
hand, the appearance of food products is an item which must 
be taken into consideration. A great part of the satisfac- 
tion we derive from food comes from the pleasing appearance 

• U. S. D. A., Office of the Secretary, Circular No. 48, p. 4. 

^ Farmers’ Bulletin No. 69G, p. 17. 
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it has when set before us. It matters not whether this is a 
consideration to W'hich consumers should pve weight or not; 
the fact remains that the great majority of them do, and 
since it is a service which is not detrimental to them it should 
be provided. People will pay for appearances, and the wise 
provider will attempt to meet this demand. 



Fio. 3, — Attractively grath'd and packed fruit sells best at the 
roadside market. 


“ To conduct the business in the proper way, and in order 
to secure the best residts, a buyer, in whatever line of busi- 
ness he may be, wishes to secure the material that is going 
to produce the desired results. For this purpose he will see 
that the material that he buys meets his requirements in 
every detail. This is true of the cotton manufacturer. 
A cotton-mill man who has sold a specific number of yarn 
requires a definite grade and staple of cotton in order to 
make this product. The broker has a certain knowdedge of 
the requirements necessary to make the different yarns. 
The treasurer or president olF the mill knows what kind of cot- 
ton he needs. He requests his broker to make him an offer of 
a specified number of bales, shipment to be prompt or equal 
portions of it to be made at stated intervals. Everything 
being satisfactory, the sale is consummated, and it then rests 
with the broker to secure the required cotton. 

If he can buy the cotton in even-running lots, the broker 



36 


PREPARATION FOR MARKET 


offers it at a price which allows a small profit to himself. 
However, if he be compelled to buy the cotton unclassed, 
or in a “ hog round ” lot, of which perhaps 25 per cent may 
not be suitable for his needs, that amount of cotton has to 
be stored and disposed of in some other way. Therefore, 
he must buy his cotton at a price that will allow carrying 
charges and insure a profit sufficient to cover a possible loss. 
From this it will be seen that if cotton is sold in “ hog 
round ” lots the price secured will not be as good as when 
the cotton is sold on grade, each grade bringing its own 
price. When a lot of cotton is sold at an average price for 
the various grades composing it, the high or best grades do 
not yield a just return, and the farmer does not receive a 
fair value for his product. The farmer whose low grades 
are bought at the same price, however, receives too high a 
price, but it is at the expense of the farmer who is selling the 
high-grade cotton.”® 

4. Reduces Risk. The uniform lot of goods is the one 
which is desired by the buyer. The well-graded lot of goods 
does not yield a large proportion of “ culls ” which is a loss. 
It is not so much the fact that there is a certain amount which 
will be lost, as it is that in a non-graded lot of goods this 
loss cannot easily be calculated. 

The amount of loss must be estimated by the buyer. 
This involves risk. Risks are expensive and someone must 
be compensated for assuming them. The presence of risks 
therefore results in a lower price. The buyer of a well- 
graded lot of goods can estimate the “ yield ” and can bet- 
ter calculate the return which he can secure. This causes 
risk to be reduced. For example, the buyer of a well-graded 
box of apples knows how many apples he can get out of the 
box; he knows the size of the apple and what he can sell it 
for. He can, therefore, determine before the purchase just 
what his return is going to be and can make a more intelli- 
gent price. 

5. Makes Sale by Sample or Grade Possible. A great 
part of the trade of the world is now transacted without the 

« U. S. D. A. Bulletin, No. 311, pp. 10-11. 
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buyer and seller coming together and without the buyer 
seeing the actual goods. In many instances, the seller does 
not see the goods. This would not be possible unless buyer 
and seller could communicate with one another and trans- 
fer definite and understandable ideas concerning the goods. 
This is made possible by the existence of standard grades. 



Fig. 4. — IVuil #i;rad(Hl and packed in this manner will attract buyers. 


If every bit of produce had to be physically inspected by 
the buyer before closing a deal, the expenses of marketing 
would be greatly increased. This inspection would take 
much time and would require the services of expert buyers, 
whereas anyone can buy a product if it is designated by 
grade. Such a designation will permit the making of a 
price. If each lot of goods had to be inspected, the buyer 
would need to have the ability to inspect the goods and prop- 
erly value them. Ability of this kind is expensive. Also, 
the inconvenience of storing goods where inspection could 
take place would be no small item. 

What is more important, however, is the fact that mar- 
kets would necessarily be limited in area because of the ne- 
cessity of physical inspection. The limitation of the mar- 
ket area would cause prices to be less uniform and less 
stable. World markets would then be practically impos- 
sible. As an illustration of the result of grading, it may be 


38 


PREPARATION FOR MARKET 


mentioned that products which are best graded now enjoy 
the widest markets. Wheat is sold by grade. Thousands 
of bushels can be sold by .4. in Ctiicago to B in London in a 
few moments’ time. Each party to the transaction will 
know definitely what is sold. No misunderstanding need 
arise since the grade by which wheat is described is a unit of 
quality which is almost as definite as is the unit of weight, 
the pound, or the unit of length, the yard. Some products 
are not graded to as fine a degree as others. One hundred 
bales of cotton in a warehouse in Chickasha, Oklahoma, 
can be sold by a broker in New Orleans to a textile manu- 
facturer in Fall River, Mass., without cither the buyer or 
seller actually seeing the cotton. This will be an intelli- 
gible transaction because each party concerned will under- 
stand exactly what is being sold. Grading and the general 
acceptance and knowledge of grades have been factors which 
have permitted the transaction of business in volumes and 
under conditions conducive to low costs. 

6. Makes the Eslablishment of a Market Price Possible. 
If it were not for grades, the price w'ould have to be made 
for each sale. Every sale w'ould thus be a matter of indi- 
vidual bargaining. It would be impossible to convey any 
idea of how much wheat was worth unless an idea of the 
quality of the wheat could also be conveyed. The only way 
to do this is by the use of a unit of quahty, a grade. With- 
out grades, significant price quotations would be impos- 
sible, and unless quotations could be used, world markets 
could not be developed. It is impossible to conceive of the 
transaction of business to-day without the use of price quo- 
tations. Such a handicap would slow up the wheels of com- 
merce and turn back the hands of the business clock several 
generations. Price quotations, which are essential to the 
eflficiency of present-day business, are impossible without 
well-defined and generally known and accepted grades. 

7. Makes Future Trading Possible. Without a descrip- 
tion that conveys the same concept of a product to both 
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buyer and seller, it would be impossible to make a deal un- 
less the goods themselves were at hand and inspected. If 
it were necessary to examine produce before transacting a 
sale, it would be impossible to carry on future trading. In 
order to buy goods to be delivered at some future date, it is 
necessary to have some means of stating clearly what is 
being bought. For products which are capable of being 
graded, the grade is the means of making such a statement. 
Future trading is found only in those products which are 
capable of being graded, and it was not until there was a 
development of grades that this form of trading became im- 
portant. 

The (juestion as to whether future trading is desirable 
need not be discussed here. It is enough to state that with- 
out grading, future trading would be impossible. 

8. Makes Long-time Contracts Possible. Closely con- 
nected with the foregoing point is the one which has to do 
with long-time contracts. Contracts for the continued de- 
livery of goods are of the type here referred to. For ex- 
ample, since grading has been common, it has been possible 
for a miller to buy wheat for delivery at certain intervals 
during the year. The milk distributor can safely contract 
for milk over a long period of time. Numerous examples 
might be given to show how grades permit long-time con- 
tracts to be made and how they result in stability to busi- 
ness and reduction of risks. Risk reduction tends toward a 
more stable marketing system and lower costs. 

9. Makes Storage on a iMrge Scale Possible. If it were 
not for well-defined grades of wheat, the large storage ele- 
vators would not transact the type of business which they 
do to-day. They would either have to buy wheat outright 
or make arrangements to store each lot of wheat separately, 
somewhat in the manner that the warehouseman stores 
household goods. Obviously, this would be impracticable 
where large volumes of goods are handled. Since grades 
are well-defined and the quality of wheat put into storage 
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can be determined, it is not significant to the one who stores 
his wheat whether or not he gets back the identical wheat 
he left there. It is sufficient that he gets back wheat of the 
same value or quality. Grades make this possible. They 
permit handling of grain in large quantities and in a manner 
which would be impossible if each lot of grain had to be kept 
separate. It is impossible to estimate the advantages which 
such large-scale handling, made possible by grading, gives. 
In the course of time, the improvement in grades and their 
extension will lead to decreases in market costs. 

10. Places Financing on a Better Basis. If a cotton 
dealer tells his banker that he has 50 bales of “ middling 
cotton,” rather than 50 bales of “ cotton,” he is in a better 
position to get credit accomodations. “ ^Middling cotton ” 
brings to the banker’s mind a certain quality; he can vis- 
ualize the goods. He can make an estimate of the value 
of the cotton which is offered for security. On the other 
hand, " cotton ” might mean anything from the poorest 
quality to the best. It is not definite enough to permit de- 
finite action. There is risk involved in the acceptance of 
such security, and it is desirable that risk be reduced to a 
minimum. The same would be true in the case of wheat, 
com, and other well-graded products. The grade permits 
intelligent action. 

In addition to the advantage of financing, as noted above, 
grades also make possible the issuance of warehouse receipts. 
Such receipts, setting forth that a product of certain quan- 
tity and quality is storcid in a warehouse, are valuable pieces 
of commercial paper. These receipts can be offered as col- 
lateral for loans. Making produce available as security for 
loans is a valuable aid in marketing. Without grades, this 
would not be possible to any great extent. 

11. Makes Sale by Auction More Efficient. Probably it 
would not be an exaggeration to state that sale by auction is 
made possible by grades. Auctions selling products in a 
large city must handle large quantities. All produce on a 
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city market, especially perishable products, must move rap- 
idly. Anything which tends to speed up this movement 
makes for lower co.st. Things which cause a slowing up of 
the process add to the ultimate cost and also tend to increase 
the loss through deterioration. The auction has been .showm 
to be a very efficient method of sale, especially when con- 
•sidered from the standpoint of rapid movement of the prod- 
uct. In the past few years, the number and quantity of 
food products sold by auction has increased. But for grades, 
the auction method of sale in the congested city market 
would not give the results which it now does. Concerning 
the importance of grades to the auction, L. I). H. Weld says: 

“ But even perishable commodities arriving in large 
quantities are not adaptable to sale by auction unless they 
are carefully standardized as to grades and packages. Fruits 
offered for sale by auction companies cannot all be displayed 
and inspected. Sale is by sample; a few boxes of each lot 
are opened and made available for inspection by buyers be- 
fore the auction sale begins. Unless packages are uniform 
in size, and unless the fruit is uniform in (juality and size 
throughout each package, buyers will not risk making their 
purchases from samples. '^Fhis accounts for the fact that 
boxed apples from the northwest are often sold at auction, 
whereas eastern barreled apples are not successfully sold in 
this way.”* 


n. Packing 

Some products do not require packing. The greater por- 
tion of agricultural products probably goes to market with- 
out being packaged. Such products as livestock and ce- 
reals do not require this service. There is a great mass of 
produce, however, which must be packaged in order that the 
marketing process may be carried on efficiently. As a gen- 
eral rule, bulky and non-perishable products are not pack- 
aged. Exceptions to this are cotton and hay. 

The advantages of packages and the reasons for packing 
may be listed as follows; 

• Marketing of Farm Products, p. 129. 
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1. Maintains the Grade. Some products, after grading, 
would lose their grade unless they were put into some kind 
of package to keep the different grades separate. For ex- 
ample, if a car of potatoes was graded and not put in sacks 
or barrels, but all grades put into the car in bulk, a mixture 
would occur and the grade would be lost. This applies to 
various other products which are handled in small quan- 
tities. If the quantity were sufficient to permit the loading 
of an entire car with one grade, then the packaging would 
not be necessary for retaining the grade. 

2. Makes Handling Easier. Some products are of such 
a nature that they can be handled to advantage by ma- 
chinery in bulk. Such products arc non-perishables, par- 
ticularly the grains. This is due to the fact that the indi- 
vidual units are small and relatively heavy, permitting ma- 
chine and gravity handling. Such handling of grain does 
not injure it in any way. Other products, though not in- 
jured by machine handUng, must be packaged in some man- 
ner. For example, hay, which is non-perishable and not 
readily injured by rough handling, must be baled because of 
its great bulk. Cotton is another such product. 

Most products not suitable for handling by machinery 
can be best dealt with when they are in packages. As a 
general rule, packages are of a size which permits easy hand- 
ling and a saving in time. 

3. Prevents Injury to Produce. Perishable products 
must be packaged in order that injury may not result while 
they are being transported and handled. Produce subject 
to bruising must be packaged in such a manner that damage 
will not occur. The package is essential to successful mar- 
keting from this standpoint alone. If it were not for pack- 
ages, some products which are very perishable could not 
enter into the channels of the market at all, and their dis- 
tribution would be limited to the immediate vicinity in 
which they are produced. For this reason it may be said 
that packages permit an extension of the market. 
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4. Reduces Transportation Costs. The packaged prod- 
uct, as a rule, takes up less room. Cotton not baled would 
be a very expensive product to transport, because of the 
enormous amount of space which would be required. The 
same is true of hay. Other products can be transported 
more cheaply in packages than in bulk, because cars can be 
better and more safely loade<l wdlh packaged goods. With- 



Fig. 5. — Packages of convenient size permit (piick handling without injury 

to the produce. 


out packages, some produce would deteriorate so much 
under ordinary conditions of transportation as to make the 
cost of the latter prohibitive. If eggs could not be pack- 
aged it would be almost impossible to transport them. 
They would have to be produced close to the market, and 
even if the distance to market were short it w'ould be almost 
impossible to. transport them w'ithout some sort of package. 

5. Makes Storage Cheaper and Easier. An^dhing w'hich 
will permit the storing of more of a product in the same space 
and the handling of it in larger quantities le^ds to a saving. 
Packaging such products as cotton and hay causes the bulk 
to be reduced, thereby making less space necessary for stor- 
age. Packages also make the labor of placing the product 
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in the store-house and of taking it out less expensive. 
Fruits, eggs, butter, and many other products can be stored 
more cheaply in packages than in bulk. It is quite evident 
that such a product as butter could not be stored if it were 
not in containers. 

6. Reduces Waste. The advantages of packages pre- 
viously mentioned, such as preventing injury, reducing 
transportation costs, and making storage cheaper and easier, 
are closely connected with that of the reduction of waste. 
Because these things are better done, waste is reduced. 
Such waste as is due to deterioration and actual physical 
loss is an item of great importance in marketing, and every 
possible effort should be exerted to prevent such loss. Pack- 
ages prevent waste. The package keeps the produce in bet- 
ter shape and prevents the physical loss of the goods as well 
as injury to the product. Waste is thereby reduced. 

7. Makes the Commodity More Attractive. The product 
that is well graded, uniform in size and quality, and well 
packaged in a neat container is more attractive to the buyer 
than the one that is not packed. Packing, if properly done, 
will increase the return which the product will bring, be- 
cause of the appeal that it makes to the eye of the consumer. 
From one viewpoint this is a disadvantage to the consumer. 
Too often one pays for the package instead of the product. 
However, all our expenditures are made for the purpose of 
giving us certain satisfactions. The pleasing and attrac- 
tive appearance of the things we buy satisfies certain wants 
which we have. Evidence that this is true lies in the fact 
that people will pay for appearance if they can afford it. A 
very striking example of the difference in price resulting 
from the appearance of the product may be seen in the case 
of boxed apples. Bulk apples, or even barreled apples, of 
the same quality, will not bring as high a price, or be desired 
as much as boxed apples properly packed. If the box bears 
an attractive label and presents a neat appearance, the de- 
sirability of it is increased. 
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8. Facilitates Selling. Packages are made to contain 
quantities which render handling easy or quantities which 
are convenient for the consumer. Coffee is put up in pound 
packages. Cooking compounds, breakfast foods, syrups, 
tea, fruits, vegetables, and numerous other food products 
are packed in different-sized packages in order to meet the 
demands of custom in different localities. In cities, the 
smaller packages prevail because the housewife does not de- 
sire to have so much space taken up with large packages of 
food. Here, storage space is at a premium. Then too, the 
base of supply — the grocery — is, as a rule, only a few 
steps away. Under these conditions, buying in large quan- 
tities is not necessary. In the rural community, purchases 
are made in large quantities and the stores in such commu- 
nities keep the larger-sized packages. 

Packages are made in the proper size to meet the demands 
of the consumer, and since these packages hold the required 
amount, waiting on trade is greatly facilitated. A buyer 
wants a pound of coffee. The retail clerk reaches the ready- 
packaged goods in an instant and the transaction is com- 
pleted. It is not necessary for the clerk to get a container, 
weigh up the desired amount, and wrap it up. Retail 
buying, as a general rule, is concentrated during a few hours 
of the day, the “ rush hours ” when many customers are 
kept waiting. Practices which enable clerks to wait on 
buyers quickly tend to increase efficiency and decrease cost. 
Packages assist in this manner. 

9. Keeps Goods Sanitary. Goods packaged under san- 
itary conditions in a factory are more wholesome when they 
go to the consumer than those which are handled in bulk 
and weighed out and wrapped by the retailer. Many re- 
tail food stores are not kept in as sanitary a condition as 
might be desired. However, in the past few years great 
advances in sanitation have been made. Even under the best 
conditions, the sealed package is the most sanitary method 
of handling food products. This is especially true of milk. 
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10. Makes Brands Possible. Some products are of such 
a nature that they could not be branded without being pack- 
aged. This is true of most food products. Hardware, dry- 
goods, clothing, and many other articles of sufficient size 
and proper composition can be branded without being pack- 
aged. Most food products require a container, however, if 



Fig. 6. — A branded product usually sells better. 

they are to carry a brand. For example, it would be im- 
possible to brand coffee, tea, oatmeal, breakfast cereals, 
soda, salt, most vegetables and fruits, and products of like 
nature, unless they were packaged. The package is a neces- 
sary adjunct to brands and performs a real service in this 
connection. 

How does the Service of Grading and Packing Affect 
Price? — As has been shown, grading and packing have a 
tendency to increase the price which is received for the prod- 
uct. No market practice can be considered desirable if it 
is detrimental to the consumer. There may be instances of 
practices which do not injure or benefit the consumer in any 
way. Such practices cannot be considered either good or 
bad from the consumer’s viewpoint, and must be weighed 
entirely on other grounds. 
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If tho price which the producer receives for his good is 
increased because of the grading and packing, does it neces- 
sarily follow that the consumer pays the bill? This would, 
perhaps, have to be answered in the affirmative. However, 
it does not follow that this is to the detriment of the con- 
sumer; on the other hand, it might be to his benefit. Ho 
pays a higher price, but because of the higher quality of the 
product and the greater satisfaction which he secures from 
it, the cost per unit of satisfaction — if it w’ere possible to 
arrive at such a thing — would probably be less. Packing 
and grading cost money. But as has been shown, these 
costs are to a great extent offset by advantages gained in 
marketing. In a great many instances, this cost does not 
result in a higher price to the consumer, but actually causes 
the price to be lower. 

Care in handling produce as it is going through the mar- 
ket channel is an item of great importance. Proper pack- 
ing and grading are methods of taking the proper care, 
(loods properly graded and packed do not deteriorate rap- 
idly. However, there is a limit to the degree of care which 
it is economical to give. Lettuce may be packed in hampers 
and shipped to tho city wholesale market, and from there 
to the retail store. Because of the method of packing let- 
tuce, a great portion of the outer leaves may be damaged 
and in such a condition that the consumer will not purchase 
the head. It is then necessary to trim off the damaged por- 
tion. This is all waste, which must go into the garbage and 
be carted away. All this causes labor. The lettuce might 
have been packed so that there would have been no waste 
at all. On the other hand, it must be remembered that it 
costs time and money to pack goods, and it is very probable 
that it does not pay to pack lettuce in a better manner than 
is now the practice. The cost of the extra precaution neces- 
sary to prevent waste might be greater than the saving made. 
There are evidences of waste all along the market channel, 
but it must not be supposed that this is bad. It might be 
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more economical in the long run to incur the losses resulting 
from this waste rather than make the necessary effort to 
prevent it. 

In general, grading and packing may be considered as 
an expense, but as a type of expense which results in a better 
product and a saving of goods from deterioration. If all 
the factors which tend to increase price and those which 
act in the opposite direction could be assembled, it would 
be found, no doubt, that these services result in a reduction 
in the price to the consumer rather than in an increase. 
This is an item, however, which can probably never be 
quantitatively measured. 

Grading and packing benefits are to be desired for the 
reasons already given, and these practices are to be en- 
couraged in the interests of better marketing and better 
products for the consumer. However, there are certain 
classes of people who are not able to pay the price for these 
high-grade goods. These people who are near the margin 
must buy tilings which do not cost so much. The item of 
appearance cannot be paid for beiause of the lack of funds, 
and the more substantial quality of nourishment must be 
given preference. To such people, some bulk goods will 
appeal more strongly than packaged goods. They will 
buy more of the products of an inferior grade, because of 
necessity. 

The service of grading and packing is one which the de- 
mands of the consumer have made necessary. It has 
developed and will continue to spread because it is economic 
and the net results of it are for the best interests of our entire 
economic environment. The net effect of it on the cost of 
goods, which the consumer must pay, cannot be accurately 
determined. Considering quality, the result is, without a 
doubt, a lower price; and how can prices be compared 
unless quality is considered? 



CHAPTER IV 
STORAGE 

Since men or animals cannot always w'ander from place 
to place and cannot always find a growing supply of food 
which can be gathered, it becomes ncccssarj" to store away 
produce from the time of plenty for the time when Nature 
is not providing. The ability of man (and of some animals) 
to refrain from consuming all the products which are at 
hand during the harvest makes it possible for him to live in 
regions where seasons vary and production is not con- 
tinuous. It is onlj' in those communities where production 
continues throughout the year that man can survive with- 
out thinking of the future and making provision for the 
time of food scarcity. The characteristics of some races 
are such that they have no thought of the future and do 
not provide. This trait, no doubt, is a survival from the 
time when their habitation was in a region where Nature 
provided throughout the year. 

Civilizations have developed and advanced in those 
regions where the climate made forethought and self-control 
in consumption necessary. These conditions caused man 
to develop a will and character. These have made it 
possible for him to inhabit almost the entire surface of the 
earth, rather than confine his habitation to those regions 
where Nature is a continuous provider. Settled habita- 
tions and the development of cities and communities, and 
the advance of civilization have been made possible becau.se 
man has learned how to hold products over from a time 
of surplus to a time of natural scarcity, and has developed 
a wall to do so. 

Necessity of Storage. — The process of holding goods 
from one time to another is called storage and is one of the 
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most essential of man’s activities. It is necessary for the 
following reasons; 

1. Prodtiction is Seasonal and Consumption is Continu- 
ous. Almost every product which man uses is produced 
in season. Grains, fruits, vegetables, dairy and poultry 
products have their natural periods of high and low pro- 
duction. It is true that man has learned to modify pro- 
duction so as to make it nearly uniform throughout the 
year. By early hatching of chickens, proper feeding 
methods, and careful housing, an attempt has been made 
to smooth out the egg-production curve. Something has 
been done in this way, but it is difficult to work against the 
laws of Nature, and we still have the high egg-production 
months in the spring, as Nature intended. By regulating 
the breeding season of dairy cattle so that the cows would 
freshen at intervals during the year, an effort has been made 
to make milk production more uniform. As in egg produc- 
tion, entire uniformity has not been the result. Grains, 
fruits, and vegetables have their natural seasons, and man 
can do nothing to change this except to produce under 
artificial conditions with the aid of hot-houses. This 
method makes possible a supply of commodities out of 
season, but the quantity of such goods is insignificant. The 
producing season has been most effectively lengthened by 
improvement in varieties of plants and their adaptation to 
climatic conditions. Much has also been done by improv- 
ing the methods of transportation. This improvement has 
made a greater range of climate and soil conditions available 
to each locality. Regardless of the great improvement of 
transportation and all the effort to keep a continuous supply 
of goods flowing to the market from direct production, a 
surplus must be stored. 

2. Marketing Takes Time. It is impossible to complete 
the marketing process of any conunodity immediately, as 
this process takes time. Hence, the goods must be held in 
some place where they will be properly kept. The demand 
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for products is so tremendous, the burden of getting the 
product to the consumer is so great, and the necessity for a 
continuous supply so paramount that in the mterests of 
safety and because of the incapacity of the market system 
to deliver goods immediately, it is necessary to have a sur- 
plus stored away where it will be accessible. It takes time 
to gather goods and get them ready for the service of the 
market agencies. 

Functions of Storage. — The primary function of storage 
is the preservation of the product. Proper storage facilities 
and methods assist in the marketing of all kinds of goods. 
In an address delivered at an annual meeting of the Ameri- 
can Warehousemen’s Association, the following statement 
was made concerning the purpose of an efficient system of 
warehousing: 

“ An efficient system of warehousing has for its purpose 
the lending of evejy possible facility to aid in the free dis- 
tribution of merchandise and at the same time providing in 
the warehouse receipt a method of convenient and economic 
transfer of title to stored goods; thus, the bulky goods are 
turned practically into paper currency so that transfer of 
property may be made from one person to another without 
physical effort or motion and its consequent cost.”* 

The functions of the warehou.se or an adequate storage 
system may be stated as follows: 

1. Protects the Product. The first important function of 
storage is the retention of the product in a good condition 
until it is desired by the consumer. Different types of stor- 
age houses are necessary for the different types of goods. 
Some products deteriorate very rapidly unless they are 
housed under the proper conditions of temperature and hu- 
midity. Proper storage will preserve quality and hold the 
good until the time when it is needed for consumption. 
While some products are subject to damage by the elements 
others are very resistant. Cotton is a type of good which 

‘ Quoted from the U. 8. D. A. Yearbook, Iftl S. p. 400. 
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does not deteriorate very rapidly under ordinary conditions. 
An efficient system of cotton storage would be justified, how- 
ever, in the opinion of the United States Department of 
Agriculture, if its only function were that of protection. 

“ Cotton, when properly protected from the elements, 
offers great resistance to deterioration. Compared with 
other farm products, it is by far the least liable to ‘ damage ’ 
if given a reasonable amount of protection; yet it has been 
estimated that the annual loss to the South from so-called 
‘ country damage ’ is from $30,000,000 to $75,000, (KK). The 
most conservative of these amounts would pay the storage 
on the average crop of 14,000,000 bales for an entire year, 
figuring the monthly charge at 15 cents per bale, and still 
effect a saving of almost $5,000,000. If it be assumed that 
approximately one-half of the crop suffers ‘ country dam- 
age,’ the rapid movement of the remaining portion obvi- 
ating such damage, it will be seen that to warehouse these 
7,000,000 bales properly for 6 months would practically 
eliminate the damage loss. In this way, after paying the 
storage bill, over $23,000,000 would be saved from even the 
minimum estimated loss. These figures show that the use 
of the warehouse is justifiable if its only function were to 
protect the cotton from ‘ country damage 

2. Develops Quality. The quality of some products im- 
proves with storage. Wines and liquors are probably the 
most outstanding example of this. Tobacco also improves 
with age. Cheese must be properly aged before it reaches 
the best quality stage. Sweet potatoes must be taken 
through a special storage process before they can safely 
enter the market. This process consists of drying and ven- 
tilating so that the excess moisture is removed. 

3. Makes Possible Movement of Goods in Large Quantities. 
If small lots of goods can be assembled in a central place and 
there stored until the quantity is sufficient to permit move- 
ment in large volume, there will result a decrease in the 
cost of handling. Storage of these small lots makes such 
volume handling possible. In many instances produce is 

* U. S. D. A. Yearbook, 1918, pp. 401-404. 
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marketed in a very inefficient manner, simply because the 
owner has no facilities for holding it for a while. 

4. Shifts Risk. If goods can be placed in storage the 
risk can be shifted to the warehouseman. A part of his 
function will be that of assuming the risk and a part that of 
storing the goods. The service of risk assumption will be 
discussed in a later chapter. 



Fig. 7. — This ty|)e of ‘‘warehouse” is tlie most expensive. Someone 

must i)ay for losses such as these. 


5. Aids in Financing. One of the important services 
of proper storage is that of aiding in the financing of the prod- 
uct. If storage facilities were not available, it would be 
very much more difficult to secure financial assistance. 
How storage assists in the financing of marketing is shown 
in the chapter on Financing. 

6. Broadens the Market. If products could not be stored 
and held until some future time, it would be necessary to 
offer them on the market at once. By storage of the prod- 
uct the best market can be sought and a more favorable 
time can be selected to make the sale. The product that 
can be stored to the best advantage, other things being equal, 
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has an advantage in seeking a market. This will result in 
price stabilization. 

7. Regulates Flow to Market and Decreases Price Fluc- 
tuations. It is a problem of vital interest to all classes of 
society that products be conserved and just as small a quan- 
tity of them be lost as possible. As long as the effort ex- 
pended is not in excess of the value of the produce saved, 
every effort should be made to eliminate loss through dete- 
rioration. One of the surest ways of keeping goods from 
deteriorating and being wasted is to carry them through 
the market in as short a time as possible. Produce should 
be kept moving. The more perishable it is, the more nec- 
essary is speed. In order for goods to move rapidly, it is 
necessary that there be an adequate outlet for them. That 
outlet is the consuming public. Goods cannot move through 
a market more rapidly than the people will consume them. 
A flow more rapid than this will be dammed up at some 
place along the line and cause delays. When goods do not 
flow regularly, a physical loss usually follows. This loss 
means a loss in dollars and cents to the holder of the product. 

To decrease this deterioration loss, an attempt is made 
to get rid of the goods as rapidly as possible. This causes 
a decrease in price. In order to make the outlet for the 
goods large, an attempt is made to attract more consumers 
or cause the consumers already in the market to consume 
more goods. This is done by decreasing the price. On the 
other hand, when, for some reason, goods do not flow to the 
market in a quantity sufficient to meet the demand, the 
price will be raised in order to decrease the outlet, or con- 
sumer demand, so that there will be suflScient goods to go 
around. According to the United States Department of 
Agriculture, heavy seasonal sales of cotton by farmers have 
depressed prices. 

“ For a number of years past, the low tide of prices in the 
cotton market has occmrred usually during the four months 
of the heavy marketing period. Figure 1 illustrates this 
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fact. The fluctuations of prices by months for midland up- 
land spot cotton in New York for a period of 25 seasons, 
from 1892-93 to 1916-17 and the ‘American into sight’ 
movement for the same period are shown on this chart. Of 
the 25 cotton seasons shown, in 16 seasons the low average 
price actually occurred during September, October, Novem- 
ber. or December — the four months of heaviest marketing. 



8. — A local country elevator and warehouse. 


Of the exceptions, in 5 seasons the low average price occurred 
in the month either immediately preceding or following this 
period, and in two it occurred in July. There arc only two 
glaring exceptions to this usual course of events, one being 
the season of 1907-8, when the lowest price w’as reached in 
April, owing to the general business depression prevailing and 
the prospects of extremely favorable acreage and condition 
reports preceding the heavy crop of 1908-9, which was the 
largest crop in history up to that time, and the season of 
1900-01, when the low average price was reached in May. 

“ During the four months when the farmer usually is 
disposing of his product, the mere fact he is unloading the 
^%at bulk of it upon the market in such a limited period of 
time may alone be a sufficient cause for price decline. After 
the greater part of the crop is out of the hands of the pro- 
ducer, usually the price advances. The farmer is apt to 
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believe that this is the result of manipulation and that he is 
being discriminated against, when in reality the higher price 
is not necessarily the result of manipulation but probably is 
the logical result of more efficient marketing methods. The 
new owners, realizing the value of heeding the laws of supply 
and demand, distribute their sales over a period of time 
more commensurate with the needs of the manufacturer and 
thus, in a large measure, control price.”® 

It is desirable that goods move to the market in such 
quantities that they keep vnmng. I’he movement of goods 
at a proper rate to meet the demand is also desired. This 
flow of goods should be regular, so that th(*re will not be the 
necessity of price fluctuation. Adequate storage facilities 
assist in making this flow regular and therefore assist in the 
stabilization of price. How'cver, it is not to be assumed that 
“ orderly marketing,” or marketing distributed throughout 
the year, will stabilize the price of all kinds of produce. In 
the case of wheat there is already a stable market. This is 
due to the world-wide market and the adequate storage fa- 
cilities for handling the (Top in the large markets regardless 
of the rate at which it is marketed. Storage of the right 
kind will not cure all the ills of the market, but it is basi(* to 
an efficient market system. 

The Proper Place to Store. — The proper place to store 
produce depends, of course, upon the nature of the produce 
itself. Some kinds of produce should be stored at the place 
of production or as near it as pos.sible. The proper place 
for the storage of agricultural products is in the rural com- 
munities. There should be sufficient of these products 
stored near the places of manufacture or the large markets 
to make it impossible for a change in demand or a temporary 
breakdown in the transportation system to cause a shortage 
or serious inconvenience. 

One of the prerequisites of an efficient operation of the 
transportation system of a country is that it be kept working 
as nearly uniformly as possible throughout the year. As is 
» U. S. D. A. Yearl)ook, 1918, pp. 400-401. 
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shown in the chapter on Transportation, it is wasteful to 
overtax the transportation facilities at harvest periods and 
have idle equipment during other periods of the year. This 
condition usually exists during our wheat harvest season. 
There is a great movement of grain to the central markets. 
Railroads are overtaxed in their effort to handle the load. 
One of the primary reasons why this grain must move to the 
market within such a short period of time is that sufficient 
storage facilities in the countiy' regions are lacking. 



Fig. 9. — Good stacking providt's salisfactory fann storage, (('ourtesy 
Soiithwostern Wheat Improvement Association.) 


If grain could be stored on the farm at harvest time and 
then hauled to the local market during the months when 
the work of the farm is not so pressing, a better utilization 
would result, and the local transportation would not cost so 
much. This, however, is conditioned on roads which would 
permit the handling of traffic throughout most of the year. 
If produce is stored on the farm, it is necessarj' for the 
farmer to assume the risk of shrinkage and price fluctu- 
ations and loss through destruction, unless it is insured. 
The movement of the bulk of the crop to the market at har- 
vest time is one of the reasons for the seasonal fluctuation. 
If the movement could be more orderly and in harmony 
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with the need of the trade, a more ifliiform price would 
result. 

Cotton is a product that must be hauled to the local mar- 
ket, usually as soon as it is picked, for the purpose of ginning. 
It would not be economical to have it hauled back to the 
farm for storage. The proper place for cotton storehouses 
is at the local ginning point. Storage of this kind can be 
better provided by a group of farmers on a cooperative basis 
than by individuals. The manner in which a great quan- 
tity of cotton is kept at the small country town is not 
to be classed as storage, as the cotton is placed on the 
ground without any protection whatever from the weather. 
Yearly losses due to such careless handling of this product 
amount to considerably more than enough to pay for proper 
storage. 

Products, such as sweet potatoes, requiring a special 
type of storage are probably more economically stored on a 
cooperative basis, as the expense of providing proper facili- 
ties is greater than the individual can afford unless he has a 
large quantity. Potatoes also can probably be better stored 
at the local shipping point than at any other place. The 
necessity of keeping these products from the elements and 
of not handling them often are reasons which make advis- 
able local shipping point storage. 

Different Types of Storage. — In the broader aspects of 
the market problem, there is a difference in the kinds of 
storage. It is not because of any difference in the service 
to be performed that there must be different kinds of storage 
facilities; but rather it is due to a difference in the nature 
of the product stored. The problem from an economic 
standpoint resolves itself into one concerning the service of 
holding goods from one period to another and the effect on 
the price to the consumer. Of course, due consideration 
must be given to the problem of effect on quality. The 
study of the different kinds of facilities required for the 
proper keeping of produce is not a problem for the market 
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economist, but rather for the warehouseman, or cold-storage 
engineer. 

Storage Facilities Classified. — 1. Common Storage. 
Common storehouses should be such as to keep the product 
from being wasted and, in most cases, in a dry condition. 
The granary must be so constructed that it will hold the 
grain, keep it dry, and shut out vermin. Such a storehouse 
can be utilized for almost any of the non-perishables. Other 
products, such as hay and cotton, do not require a store- 
house of tight construction as there is no danger of these 
leaking out. Groceries, dry-goods, hardware, and practi- 
cally all the non-perishables of commerce can be held over 
in common storehouses until the time when they are needed. 

2. Special Storage. Some products, such as potatoes, 
sweet potatoes, and onions, require a special kind of storage. 
Temperature for such products must be kept rather uniform 
and not allowed to fluctuate above or below a certain point. 
Almost any type of warehouse will be suitable if so con- 
structed that the temperature can be regulated. In most 
instances, special storage places, equipped with air-circu- 
lating devices, must be provided. 

3. Cold Storage. A type of special storage for products 
whose nature requires that the temperature be kept at or 
below freezing is called cold storage. This type of storage 
is of such importance as to require special attention. 

The classification of storage might also be made as fol- 
lows: (1) Storage for non-perishables; (2) storage for scmi- 
peiishables; (3) storage for perishables. Cold storage in 
this classification is storage for perishables. The economics 
of cold storage do not differ from the economics of any other 
type of storage. The storage problem, regardless of its 
kind, involves the preservation of goods until needed. 

One important class of products, principally used for 
food, is produced in very limited seasons and cannot be held 
over from the time of plenty to a time of shortage under 
ordinary conditions of warehousing. There are other goods 
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which can be produced only in limited sections of the coun- 
try during certain seasons and, because of their great per- 
ishability, cannot be traixsported long distances to those lo- 
calities where they cannot be grown. Special storage facili- 
ties — cold storage — have made it possible to keep these 
goods over a longer period, of time and allow man to enjoy 



■ 

Fk;. 10. — A modem cold storage plant. 

these seasonal products over a greater portion of the year. 
These facilities have also enabled man to transport products 
from one climate to another and have made it possible to 
set before him the perishable products of almost every clime. 

Magnitude of the Cold-storage Business. — The amount 
of cold-storage space in the United States on October 1, 
1922, as determined by the Bureau of Agricultural Econom- 
ics, is shown in the following table.* 

* Adapted from Statistical Bulletin No. 1, U. S. D. A., Table 7. 
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Clasfl of Business 

Number 
of estab- 
lishments 

Cubic feet 
Total space 

Public cold Btorage 

353 

2f)l 

222 

455 

24 

199,321,640 

16,451,556 

43,935,581 

261,353,408 

38,076,040 

Private cold storage 

Combined public and private cold storage 

Meat-packing establishments 

Mcat-jiacking establishiiienis doing a public cold- 
storage business 

Total refrigerated space. 

1,315 

559,138,225 


To show the extent to which cold-storage space is used 
in the preservation of food products, the following tables, 
taken from U. IS. D. A. Statistical Bulletin No. 1, are given. 
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Dec. 1 

78,513 

37,473 

76.414 

58,800 

49,002 

60,041 

48,630 


Dec. 1 

2,788 

2,146 

2,948 

2,071 
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5-yr. ave 40,9:>.) 3:) >^24 31,403 j 30.6SS | 31.110 39,053 57,951 

1922 . . U»3,'6if7 103,350 88.709 68,471 50^0 3S,602 34,837 SO^GSO 27,671 25,984 30i^8 51^ 

1923 . 1)0,170 



Cold-storage Holdings op Frozen Beef 

[In thousands of pounds; t.e., 000 omitted] 
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Dec. 1 

158,148 

235,664 

229,668 

223,311 

89,718 

63.188 

168,310 

73,027 


Total Stocks op Pork (Frozen, Dry, Salt and Pickled, Cured and in Process op Cure) in Cold-storage 

Warehouses and Me.4T-packing Establishments 
[I n thousands of pounds; i.e.y 000 omitted] 

Dec. 1 

426,392 

379,293 

560,728 

m s 

419,498 

Nov. 1 

92,815 

179,032 

224.312 

184,196 

68.663 

49.014 

141,043 

47,929 

Nov. 1 

352,006 

328,883 

517,310 

472,798 

359,656 

449,513 

S : 

i i 

Oct. 1 

66,319 

119,221 

194.469 

166,244 

58,461 

44,296 

116,538 

34,611 
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27.727 


< 

t-* oc tna 

s si; 

S f2ig 

III 1 

tin n 

s 

i . 

July 1 

55,109 

109,354 

154,638 

fin 

119,690 

w 


July 1 

Oi ift r 

tA <30 a 

Oi ,-4 oo p 

i P^‘1 

i 

iis u 

. 

R 

June 1 

73,025 

103,007 

190,084 

163,913 

130,619 

88,836 

135,292 

37,548 

June 1 

s sfss 

CO co^a 

IP. i 
fii i 

i 

i 

May 1 

90,176 

118,391 

212,725 

184,586 

170,455 

100,672 

157,366 

45,341 

May 1 

S aO«ol 
S c 

I’C lo lA e 

960,706 

802,190 

886.751 

i ; 

Apr. 1 

00 

154,193 

2M.015 

m 

38S 

g 

8 

50,772 


Apr. 1 

646.097 

662,323 

967,040 

1 nt\A ino 

968.639 

842,906 

889,004 

n 

lA . 

Mar. 1 

124,954 

169.793 

276,114 

265,293 

223,145 

122,402 

Oi 

55,785 

Mar. 1 

ffSI MCOI' 

1 nil 

1 

[it i 

9 

Feb. 1 

132,266 

190,909 

292.114 

294.514 

252,037 

119,965 

229,908 

61.522 


Feb. 1 

I m 
i SSI 

I 

isi g 

i 1 

3 : 

Jan. 1 

126.374 

202,442 

315,572 

298,818 

261,812 

120,245 

239,778 

68,495 
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Total Stocks of Meats m Cold-storage Warehouses and Meat-packing Establishments 
(In thousands of pounds; t.c., 000 omitted] 
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[In thousands of pounds; f.f., 000 omitted] 
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5-jt. ave 55,924 41,654 31,046 24,543 25,753 37,4a3 47, <<50 57,2^) 63 ,349 j 70,976 75,625 73,150 

122 48,320 37,742 25,474 17,4b5 17.074 20,81S 25.621 32,227 4i,13it 54,755 54,503 48,689 

123 40,033 . 



EFFECT OP STORAGE ON QUALITY 


69 


Effect of Storage on Quality. — Non-perishable goods do 
not, as a rule, deteriorate in storage. The quality of such 
products is stable and will not change if they are held over 
a long period of time. Perishable products generally begin 
to deteriorate at the time of harvest, some very rapidly and 
others more slowly. Special storage — cold or otherwise — 
is for the purpose of retarding this deterioration. Some 
products, such as butter, eggs, meats and poultry, can be put 
into cold storage and kept for a considerable length of time. 
We are desirous of knowing whether the quality of such 
products is affected. Since every perishable product is cer- 
tain to deteriorate in time, it is natural to suppose that any 
lapse of time has an affect on quality. Cold storage is pri- 
marily intended to retard this deterioration ; it does this for 
different products with varying degrees of success. The 
length of time these various good products can be safely 
kept is fairly well known. The problem is not altogether 
one of determining whether cold storage affects the quality 
of the product, sis long as it keeps it in a condition suitable 
for food purposes. Indeed, it is not altogether a question 
of whether the consumer prefers fresh goods to cold-storage 
goods. The real question, in most cases, is whether the con- 
sumer will use produce kept in cold storage or do without it. 

The best example of the effect of cold storage on a mar- 
ket is that of eggs. Everyone prefers the fresh egg. How- 
ever, if eggs are stored under proper storage conditions, they 
keep very well for a considerable period of time, and it is 
doubtful whether the egg which has been in cold storage for 
six months can be easily distinguished from the fresh egg by 
its taste. This question of preference is not the paramount 
one. The real question is whether the public will eat cold- 
storage eggs or go without them. 

Cold-storage facilities have made it possible to have a 
ready supply of meat products, and the dangers of shortages 
have been eliminated. Cold storage does for perishables 
what storage in general does for all classes of products. It 
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renders the additional service of retarding deterioration and 
making foods available over a longer period of time and 
over a greater area. 

Effect of Storage on Price. — As has been noted, one of 
the important services of storage is the equalization of price. 
Cold storage has had an influence on the price of butter and 
eggs. Results of a statistical study of the butter and egg 
market, showing the seasonal fluctuations for two periods, 
1880- 92, before cold storage had come into general use, and 
1902-11, when cold storage was commercially important, 
are set forth in the following table:* 



ISSO to 1892 
(cGiilfc. per ll> ) 

1902 to 191 1 
(oei)tH per lb.) 

Butter; 



Average price May to Aug 

A 0 

23.4 

Average price Nov. to March (fre.sh). .. 

:i4 3 

28.9 

Average price Nov. to March (cold storage). . 


26.7 

Eggs: 



Average jirice April to July 

15 S 

18.7 

Average price Oct. to Feb. (fresh). . 

25 7 

28.1 

Average price Oct. to Feb. (cold storage). . . 


22 4 


It will be seen that the price has not fluctuated as widely 
since storage facilities were made available. The price dur- 
ing the months of high production has been increased be- 
cause there has been a new demand brought into the market 
— that of the storer. During the months of low produc- 
tion, the prices are relatively less because there has been a 
new supply brought into the market — that of the storer. 
The storer has come into the egg market, and performs the 
service of making the period of egg consumption continuous 
by decreasing, by means of cold storage, the factor of egg 
perishability. Since the greate.st quantity of production 

® From a paper written by Mr. ITrner of the Umer-Barry Company of 
New York City, for the Convention of American Warehousemen’s Associa- 
tion at Pittsburgh, Deceml)er, 1912. (Taken from Weld, Marketing of 
Farm Products,” p. 160. 





Apples must be carefully graded to bring the best i)ricc. This type of 
grading equipment enables the shipper to send only quality fruit to market. 
Courtesy 17. S. D, A. 
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occurs during the periods when the supply is so much greater 
than the consumption, storage has resulted in increased in- 
come for the producer. It is true tliat the producer must 
now take a lower price during certain periods of the year; 
but at such times the quantity which he has for sale is so 
small that this loss does not offset the additional amount he 
gets through a higher price during the high-production pci'iod. 

Cold-storage facilities and refrigeration during trans- 
portation have made it possible to bring perishable prodiice 
from a distance and to offer it on the market, at times when 
it could not be grown locally. Refrigeration has made it 
possible to make the area of supply greater for each locality. 
This has resulted, in the case of the perishable out-of-season 
product, in a higher price than would normally prevail. For 
example, lettuce and other green vegetables can be had on 
the city market throughout the year. This is made pos- 
sible by improved methods of handling. The price which 
must be paid for such produce is naturally liighcr than that 
of produce grown in the locality during the normal growing 
season. The higher price which is paid is not entirely for 
the product but for the convenience of having it at a time 
when Nature does not provide it. The more perishable the 
product, the gniater the premium which must be paid in 
order to have a continuous supply of it. 

The increased prices which have prevailed during recent 
years — disregarding the abnormal w’ar prices — have been 
due largely to the desire of the consumer to have goods which 
must be brought in from a distance and those which are 
grown out of season. The expense of offsetting natural 
scarcity is great. If vre are to have fruit and vegetables out 
of season, we must pay the price for them. Cold stonage has 
made this possible, and what is most remarkable is that the 
expense of handling produce in such a manner has been so 
slight that these luxuries, which were not available even for 
the wealthy a few years ago, can now be found on the tables 
of the masses. 
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It costs more to live now. A greater sum is being paid 
out for food than ever before; but, if an acciu'ate comparison 
were possible, it would no doubt be revealed that the cost 
per unit of satisfaction which we now enjoy is considerably 
lower than it was fifty years ago. It costs more to live than 
it formerly did because we live in a fuller measure. We 
get more; therefore we must pay more. Science has made 
it possible to overcome many of the deficiences of Nature 
and has placed within the reach of man things which were 
formerly thought to be unattainable. Either the animal mi- 
grates when the rigors of the climate are too severe or Nature 
changes his coat. Man advances in civilization to the ex- 
tent that he can live his natural life in spite of unfavorable 
climatic conditions and can force Nature to assure him a live- 
lihood. Transportation facilities and equipment which pre- 
serves food are two of man’s greatest aids in making this 
possible. 



CHAPTER V 
TRANSPORTATION 

Adeciuate transportation facilities are among the most 
important prerequisites of an efficient market system. 
There can really be no market, other than that of a local 
nature, unless goods can be moved safely, in some instances 
quickly, and at a cost which is not prohibitive. 

Before the development of industry as we know it to-day, 
markets were local. There was very little trade between 
localities widely separated. The little trade that was car- 
ried on was in non-perishable products of high value and 
small bulk. The trade of former days was in such products 
as spices, precious stones and jewels, fine cloth, and other 
things which could be handled easily. Products of everj'- 
day use, which comprise the bulk of the goods used by man, 
did not enter into the channels of trade. Communities 
were self-suflBcing. There was no specialization except to 
a very small degree. The household, like the community 
of which it formed a part, was almost entirelj’^ self-sufficing, 
even in the towns and cities; while in the country, as com- 
pared with the city, commercialized activities are of a recent 
date. Ijarge cities were unknown until recent years. In 
1850 there were only six cities in the United States with a 
population of more than 100,000 and only two above 200,000. 
In the world there were only two cities in which there were 
more than one million people living. The city of 1850 was, 
indeed, unlike that of the present day. In that period the 
large city was more like the small country village of to-day, 
the only real difference being that there was more of the city. 
The city was very largely a self-sufficing unit. The garden 
was a common adjunct to the house, and a great quantity 
of food was grown within the limits of the city. The food 
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products which were not grown in the city garden came from 
nearby farming sections. This was not due to any desire on 
the part of the people that such a practice should continue, 
but was necessary because there was no way to get great 
volumes of food products from a distance. Unless goods 
can be transported from one place to another, each commu- 
nity must produce the things it desires or else go without 
them. 

Effects of Rapid Transportation. — Railway transpor- 
tation has changed our entire economic life. Rapid trans- 
portation has had the following effects: 

1. Widened Markets for the Seller. As soon as it became 
possible to transport goods from one place to another, the 
producer had an opportunity to offer his product to a gi’eater 
number of buyers. The market W'as no longer restricted to 
the one locality in which the goods were manufactured or 
grown. The greater the efficiency of the transportation 
facilities, the greater the market area will become. Mai’ket 
area for perishable products was very restricted until rapid 
transportation was made available. This widening of the 
market enabled the producer to offer his product in any one 
of various places and thereby secure a better price. The 
producer is no longer at the mercy of any particular market. 

2. Widened Area of Supply for the Consumer. Unless 
products can be brought in from other producing centers, 
consumers are entirely dependent upon the supply which is 
forthcoming from the immediate vicinity. The price which 
is the result of local market forces mu-st be paid or the con- 
sumer must go without things. Local conditions predom- 
inate. 

3. Stabilized Prices. If goods can move freely from one 
place to another, they will seek the best market, the tendency 
always being for them to go to the market which offers the 
highest price. On the other hand, the buyer seeks the low- 
est price. Therefore, if goods can be moved profitably, the 
buyer will go to the market where he can buy to the best 
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advantage. This free flow of products from one place to 
another eliminates to a great extent the difference in advan- 
tages due to localities. Maine produces a great quantity 
of potatoes. If it were not possible for these to be moved, 
the price would be veiy low; while in some other places 
where the production is low, prices would be high. There 
is also a reaction on prices which results if there happens to 
be a shortage or a surplus in any particular community. 
Transportation is one of the greatest forces in price stabi- 
Uzation. 

4. Equalized Supply. If it were not possible to move 
products from one community to another, there would be 
great shortages of food products in different communities 
each year because of crop failures. Famines would occur, 
as has been the rule in times gone by, and as is the case 
in some countries to-day, where transportation facilities 
are not adequate. Transportation permits the moving of 
products from places where there is more than enough to 
meet the local demand to places where there is an insufficient 
quantity. These products are drawn from the places of 
surplus to the places of shortage, because of the difference 
in price which prevails. This movement is made possible 
by transportation. Because of this service, transportation 
is one of the greatest essentials to the development of a 
stable population and of civilization. It is impossible to 
estimate the yearly loss in produce wliich would result from 
inability to move surpluses, and the suffering which would 
be caused by lack of faciUties for bringing in sufl&cient food. 
A great deal of waste would naturally occur, as it would be 
necessary, from the standpoint of safety, to attempt to pro- 
duce more than sufficient to meet the demand so that if a 
bad crop resulted there would not be a serious shortage. 
Adequate transportation has made it possible to move 
products to places where they can go into consumption. 

There are, of course, many instances where the facilities 
for moving products are not adequate. To-day we often 
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find crops so abundant in all sections of the country that the 
price is depressed to such an extent that it does not pay to 
place all the product in the channels of the market. Our 
movement of goods to the market is not yet perfected. 
However, this condition docs not arise altogether because of 
the deficiency of the market and transportation facilities; 
in most cases it is due to the fact that production is not 
regulated in such a manner that the supply is in harmony 
with the demand. 

5. Eimiumged Specialization. The outstanding advan- 
tage of modern industry and commerce over that of former 
times is usually believed to lie in the greater degree of spe- 
cialization which now prevails. Everyone has become a 
specialist. Specialization has developed a skill which has 
resulted in a greater amount of production per unit of effort 
and expense. The specialist is one who has become profi- 
cient in the creation of the something which man wants. 
Large-scale production and machine processes are now pos- 
sible. This specialization or division of labor, prevails in 
many forms. There is specialization by trade. Each man 
can devote himself to the activities in which he is most pro- 
ficient and out of which he gets l,he greatest enjoyment. 
Each man is not forced to make all the things he needs for 
his own use. Each community can devote itself to the pro- 
duction of certain kinds of products. Because of climate, 
natural resources, or the adaptability of the people, some 
communities are more eflScient than others in the production 
of certain things. If these goods can be produced in abun- 
dance and moved out to other conununities and the other 
products which this community desires can be brought in, 
then the advantages of specialization can be obtained. 
Transportation makes such advantages possible. The lo- 
calization of many different typ>es of agriculture has been 
possible only because of the easy manner in which goods can 
now be taken from one part of the country to another. In 
fact, transportation has been the only thing which has made 
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it possible for agriculture to change from the domestic to 
the commercial system. 

6. Extended the Spread of Population. The population 
of the United States in 1880, over one hundred years after 
the signing of the Declaration of Independence, was approx- 
imately fifty million. It was about this time in our history 
that the transcontinental railways were completed and the 
frontier was crossed. 

Forty years later, the census of 1920 showed a population 
that had doubled in number since 1880. Our population in- 
creased more during these forty years than during all the 
other years of our history. Tlxis increase would not have 
been possible had it not been for transportation facilities 
which permitted products of the great Middle West to be 
carried to market. It was equally necessary to transport 
the products which these settlers needed from the factories 
which had been developed in the eastern parts of the country. 

Transportation has been a vital factor in the develop- 
ment of vast territories which were practically valueless to 
man a very few years ago. Concerning the importance of 
transportation, Henry Clay, the English economist says:* 

“ Cheap transport encourages the full utilization of spe- 
cial local advantages such as climate, soil, traditional skill, 
established organization; the production of goods where 
they can be produced cheapest; the progressive localization 
of industries; and the use of the resources of each district 
for the benefit of all districts. Trade began in luxuries; 
with improvements in roads and the art of navigation, it ex- 
tended to comforts; in the nineteenth century, with the ap- 
plication of steam power to transport, it extended to the 
necessities of life. Transport is now so cheap that in ad- 
vanced industrial countries districts are like individuals, 
specialized in production and dependent on exchange for 
the satisfaction of their most important wants. Because 
the localization of industries, with all its economies in pro- 
duction, is dependent on cheap and efficient transport, the 


^ Economics for The General Reader, p. 37. 
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transport industries are, with the steel and coal industries 
and the credit system, at the foundation of the modem in- 
dustrial organization.” 

The student of markets must look at the problem of 
transportation from the economic viewpoint and get a real- 
ization of its import. Transportation is a part of the proc- 
ess of production just as surely as are the activities which 
bring the product into existence. It is as necessary for man 
to have a good at the place he desires it for consumption, as 
it is that it be in the proper form. This service of creating 
the place utility, or of taking the product to the place where 
it is wanted, is sometimes of greater importance than all the 
other services of production ct)mbined, and may cost more. 
Transportation must be considered as a part of production 
costs. 

Essentials of an Efficient Transportation System. — To 

be efficient as a market agency, the transportation system 
must be such that products can move to the market when 
demanded there and be enabled to get into the best market. 
Such a system must meet the following requirements : 

1. Quick Sert'ice. Some products are perishable and 
must be handled in such a manner that there will be little 
deterioration because of the lapse of time. The transpor- 
tation system should be such that perishable produce can be 
moved long distances and thereby enjoy a wider market. 
If the transport service is slow, a wdde market is not possible. 
The slower the service, the more restricted the market. 
This applies to all kinds of green vegetables, fresh fruits, 
milk, and other perishable products. 

2. Careful Service. Goods moving to market must be 
handled with care by the workman doing the loading and 
unloading and by the train crew in the movement of the 
trains. Careless handling will cause the bruising of the 
produce, and in some instances its actual destruction. 

3. Facilities for Keeping Product at Proper Temperature. 
The bulk of perishable and semi-perishable products must 
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be kept at certain temperatures or rapid deterioration will 
result. This is especially essential during the period of 
transportation, as the goods are being moved from location 
to location, and under these circumstances the temperature 
is apt to vary. It is impossible to make an accurate estimate 
of the loss of food products brought about by faulty temper- 
ature, but the yearly loss is unquestionably enormous. The 
loss due to freezing of potatoes in transit is enormous each 
year. Fruit must be iced to be kept cool enough to with- 
stand the delay in consumption. Refrigerator, heated, and 



Fig. 12. — The refrigerator oar pennits a wider distribution of i)erishables. 


ventilated cars are an essential part of the equipment of our 
transportation systems. If goods cannot be protected from 
deterioration by maintaining a suitable temperature, it is 
an economic loss to start them on their way to a market. 
Wherever a transportation system fails_ to provide these 
proper facilities, it is not meeting the market demand for 
some products. 

4. Adequate Facilities. Almost every year there is a 
shortage of equipment for the movement of some crop. 
This is usually true of the staple cereal crops, who.se volume 
is so great. It may happen also in the marketing of fruits 
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and other produce that requires special equipment. This is 
a problem which is of vital importance to the farmer and 
likewise to the transportation company. The farmer wants 
his produce moved to the market. The transportation com- 
pany wants to move the.se goods, but it cannot afford to keep 
sufficient equipment on hand to move the entire crop within 
a period of a few weeks. This point is further discussed 
under the title “ Importance of Distributing the Work of 
Transporting.” 



Fig. 13. — Good roads and the motor lrui*k make quick liandling of 

milk possible. 


Many communities are not able to send their produce to 
market in competition with other places, because there are 
no transportation facilities at all. Certain sections in which 
it would be possible to develop a good fruit, vegetable, or 
milk business are entirely lacking in transport, ation facilities. 
To be adequate, the transportation facilities of a country 
must be so equipped as to take care of the produce quickly 
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and efficiently, and must also be of ample capacity to pro- 
vide this type of service to all producing and consuming 
sections. 

5. Reasonable Costs. Transportation adds value to a 
product. The cost of this service should not be more than 
the value added, or goods will not be transported. If the 
transportation charge is greater than the difference between 
the market price of the produce, and the cost of production, 
there will not be a continued movement of the good. There 
are wide variations in the prices in different markets when 
goods cannot move freely from one place to another. If the 
cost of this movement is greater than the difference in the 
prices at the different markets, it will not be profitable to do 
the transporting. 

The Importance of Distributing the Work of Transport- 
ing Evenly Throughout the Year. — The best market con- 
ditions exist when goods move freely from day to day. A 
large quantity of produce delivered to the terminal markets 
within a short period and then placed in storage, there to 
await the demands of the consumers, cannot always be dis- 
posed of to good advantage. If it is perishable produce, it 
may be a total loss, for the reason that it cannot be stored 
for any considerable length of time. Such produce must 
move to the market at the times and in the amounts desired 
or there will be a loss. One of the great evils of the perish- 
able produce markets is that movement of goods causes 
gluts and resulting losses. Such losses include not only the 
goods themselves but all the services which have been be- 
stowed upon them, including that of transportation. 

The staple cereal crops are, as a rule, rushed into the 
terminal markets within a short period after harvest. This 
desire to move goods directly to market causes the facilities 
of the transportation companies to be overtaxed. It is al- 
most impossible to have sufficient equipment on hand to 
meet the requirements of the busy seasons. An effort to do 
so would lead to waste, since a large portion of the equip- 
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ment would doubtless be idle throughout the greater part 
of the year. Such products should be moved to market 
more gradually. They should move in response to the de- 
mand. If such were the case, the rush and slack seasons 
would be appreciably modified. 

Who Pays the Transportation Bill? — This is a question 
which is constantly being asked by the farmer and the con- 
sumer. The cost of transportation is a part of the cost of 
placing a finisluHl jiroduct in the hands of the user. The 
consumer must pay the entire cost of pi'oduction and trans- 
portation, otherwise the goods will not continue to come. 
Transportatif)!! costs become a serious probkun when subject 
to frccpient changes or when they are not the same for dif- 
ferent communities or different individuals. It is the 
changing or the discriminating rate which causes trouble 
and disrupts busine.ss. Transportation, being a part of the 
total cost of pro\'iding the consumer with a certain good, is 
a charge which must be paid by him. In like manner all 
other costs, whether for labor or seed, must be paid by the 
consumer, for it is only ovxt of the proceeds of the sale that 
these costs can be finally met. 

An incresused transportation rate may not be reflected 
immediately in a higher price to the consumer. Under the 
stress of competition, the market price is ultimatel}’^ forced 
down to approximate the cost of production; any increases 
in the cost of transportation could not then be met by the 
producer without entailing a loss to him. Under such con- 
ditions the marginal producers would be forced out of busi- 
ness except as the consumer pays a higher price. If some 
producers were forced out of business, the supply of produce 
which went to the market would decrease and the tendency 
would be for the price to rise. On the other hand, if the 
consumers were willing to pay a higher price rather than do 
without the commodity, the entire added cost of the trans- 
port service would be borne by them. 

Should the consumer refuse to pay the added transpor- 



84 


TRANSPORTATION 


tation cost, the marginal producers would have to go out of 
business, w’hile the others would have to be content with a 
smaller margin of profit. Under such conditions, the pro- 
ducer would have to bear the burden of the increased trans- 
portation costs. As a result, some consumers would be 
undersupplied because of the lesser quantity of goods coming 
to market. In its turn, this would lead to increased price 
for the buyers still in the market. An insufficient quantity 
of goods would force the buyers to offer a higher price in 
order that they might be able to secure the quantity of goods 
desired. It is only when all buyers are on the margin that 
a decreased supply of goods will not cause the price to in- 
crease. 

A monopoly might consent to pay the increased cost of 
transportation rather than raise the price of the product. 
It might be that any increase in the price would cause the 
net profit to decrease more than the bearing of the addi- 
tional transportation would cost. No general rule can be 
laid down here, for the conditions might be different for 
each monopoly. In spite of higher transportation charges, 
the price of the monopoly good will not be raised where this 
would lead to decreased profits. 

Equality of Transportation Opportunities. — Lack of 
equal opportunity for all producers to utilize the transpor- 
tation facilities will cause injustice which will retard the 
movement of goods to the market and tend to stifle compe- 
tition. In the early years of our railway history, many 
shippers were given special privileges and granted rebates. 
These advantages place competitors on an unequal basis, 
and those who enjoy them can afford to sell goods at less 
than the real cost of getting them to the market. It is sup- 
posed that the rebate evil has been eliminated. The inequali- 
ties of transportation opportunities are being gradually done 
away with. However, it is probable that some still exist. 

The large shipper who has a private car line and can al- 
ways get equipment possesses certain advantages. These 
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advantages are in most instances due to the financial power 
of the companies enjoying them, rather than to any partic- 
ular favor granted them by the transportation company. 
It is charged that the packers had advantages in the trans- 
portation of groceries and that because of these advantages 
wholesale grocers and jobbers could not compete with them.® 
This, if true, would result in the gradual elimination of the 



wholesaler and the exjiansion of the pucker in this line of 
business. Should this practice continue, the final result 
would be a monopoly of the grocery trade by the packers. 
Fear on the part of the wholesalers that the packere would 
drive them out of business was the cause of opposition. 
Whenever monopoly is a result of efficient business methods, 
it may serve the best interests of society, provided it is 
properly controlled. If the monopoly is the result of special 
advantages, it is to the detriment of society, and is to be con- 
demned. 

Local Transportation. — The same underlying principles 
apply to the different forms of transportation, whether it be 

* F. T. C. Report of Meat-Packing Industry, pp. 56-69. 
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railway, water, or highway. The fundamental points which 
must be considered in connection with highway transpor- 
tation are the kind and efficiency of the vehicles and the 
condition of the roads. The perfection of the gas engine 
and the auto truck has made it possible for the farmer to 
transport produce to more distant markets. The range of 
the fanny’s market has been extended; he is no longer re- 
stricted to the market within a few miles of his farm. If 
adequate facilities are not provided near the farm, other 
markets can be entered. Such improvements will help to 
eliminate the defects of the local market. 

The truck will make it possible to carry perishable prod- 
ucts to the city market. The good city market will thus 
draw products from a larger area than ever before, and the 
result will be that prices in the vai’ious localities will tend 
to be more uniform than formerly. This improvement in 
transportation facilities will reduce the amount of wraste due 
to an oversupply in any community, for a better outlet will 
be provided. In some instances where goods can be loaded 
on a truck and taken directly to the city market, the loss 
through deterioration will be less. Produce loaded once and 
taken directly to a market wdll receive less rough treatment 
than if it were .sent by railway. Good truck service will 
also be much more rapid and produce will come into the 
market in a fresher condition. 

Truck transportation is dependent upon good roads. If 
this form of transportation is to be of any marked impor- 
tance, there should be a great improvement in our highway 
systems. The building of an adequate system of highways 
will involve the expenditure of much capital. In many in- 
stances these highways will parallel railways and will, to a 
certain extent, duplicate equipment. The highway, how- 
ever, will be used for purposes other than the movement of 
goods, will be utilized by more people, and will therefore 
tend toward social betterment. Should highway trans- 
portation be more efficient than transportation by rail, it 
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will become a dominant factor serving the best interests of 
society. At the same time it must be remembered that 
motor transportation has its limitations. The railway will 
continue to be the most efficient for long distances and bulky 
products, unless unforeseen developments occur. 



Factors Influencing Transportation Costs. - In a tiea- 
tise like this it is unnecessary to deal with the ciuostion of 
actual transportation costs. These costs vary with differ- 
ent kinds of products and change from time to time. The 
percentage of the total price of products which goes to the 
transportation company is of little relative importance, for 
the reason that as prices change or rates change these per- 
centages also change. Statistics have been gathered in the 
past giving this kind of data and were of value at the par- 
ticular time, but there are no accurate figures now^ available 
which apply to the pre-sent conditions. This type of study 
can therefore have only temporary value. 

In considering transportations costs, it is more impor- 
tant to determine the fundamental factors which cause 
transportation rates to be fixed as they are. What are the 
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things which cause rates to be high or low? What are the 
essentials which influence costs of this type of market serv- 
ice? These factors are; (1) distance; (2) bulk; (3) special 
attention and facilities necessary; (4) value. 

1. Distance. Other things being equal, transportation 
costs vary with distance. The farther produce is from the 
market the more it will cost to transport it. Some sections 
are close to the market and because of location enjoy an 
advantage over those farther away. This advantage of 
proximity to the market is not retained by the producer, be- 
cause the rent which must be paid for the use of the land will 
increase. It is possible for the landlord to secure the higher 
rent since the land is worth more because of its proximity to 
market. Producers close to the market, therefore, have a 
transportation advantage but are subjected to a higher rent 
cost. It is very doubtful whether proximity to markets in- 
creases the farmer’s profits. Although the transportation 
cost depends to a great extent upon distance, this might be 
offset to a certain extent by competition between different 
transportation facilities. 

2. Bulk. Other things being equal, it costs more to 
transport goods of large bulk and weight. Bulk takes up 
space, and less of the bulky commodity can bo put into a 
car. However, it is generally true that produce of great 
bulk bears a lower transportation charge than do other 
kinds, because of other factors which enter into the cost. 

3. Special A ttention and Facilities Required. Some prod- 
ucts require special facilities. Peaches and other perish- 
able fruits must be shipped in refrigerator cars. Meats can- 
not be transported any distance except under refrigeration. 
Such products are more costly to transport than coal, which 
is not greatly affected by temperature changes and the ele- 
ments. In case of the former products, special care and at- 
tention is necessary. Peaches and other perishable goods 
must be handled with care so that they will not become 
bruised and damaged. The more perishable a product, the 
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more care must be given to it and the more expensive is the 
transportation. The element of time is quite important. 
If a product must be given special rapid facilities, the cost 
is greater. Fruits or vegetables which are sent across the 
continent in special trains are types of products which are 
expensive to transport, and this special ser\’ice must be 
paid for. 

4. Value. From the standpoint of the cost of trans- 
porting goods, value has very little influence, except that 
the risk to the transportation company is greater in the case 
of goods of a high value. Kates are higher, other things 
being equal, on high-value goods f(jr the reason that these 
goods can stand a higher rate. From the standpoint of rail- 
way rate theory, the high-value good will bear a higher rate. 
This higher rate will be charged, and yet the transportation 
cost as related to the sale price of the product might not be 
any more, and in most ca.ses even less, than that on cheap 
goods. 

The Effect of Increased Transportation Rates. — An in- 
crease in transportation rates has a very decided effect on 
the market system. Markets develop graduallj' and in har- 
mony with the various factors of production. The devel- 
opment of transportation makes the rise of markets possible. 
Certain producing areas are brought into use, or certain pro- 
duce is localized in certain communities in response to the 
factors of the market which make it desirable that such pro- 
duction should develop. It may be that a certain product is 
grown in a particular locality because transportation has 
made it possible. As has been shown above, transportation 
tends to widen the market. An increased rate will cause a 
market to become more limited. As transportation is ex- 
tended and made cheaper, it is possible to bring produce 
from greater distances to markets. This tends to cause 
land at a distance, which has been sub-marginal, or unprof- 
itable to cultivate, to be brought into use. Land w'hich is 
closer to market, and possibly not so fertile, cannot produce 
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as cheaply and will therefore become unprofitable or sub- 
marginal. 

Increased transportation costs act in the opposite way. 
The land at some distance from the market cannot compete 
because of the great cost of carrying its produce and it may 
again become sub-marginal. The land close to the market 
will have an advantage as to location which will offset its 
disadvantage as to fertility, and will rise out of the sub-niar- 
ginal class. Increased transportation costs, therefore, may 
be said to reduce transportation possibilities and to lend to 
cause each community to turn back toward a self-sufficing 
state. This condition does not necessarily result unlo.ss the 
increase in costs is very great. It is doubtful whether the 
transportation companies can afford to leave their rates 
high enough to bring about this condition. 

The essential requirement of an adequate transportation 
system is that it provide a service which will permit a free 
flow of goods from one market to another. In order to sur- 
vive, the transportation companies must see to it that eco- 
nomic conditions arc such that goods will flow from one lo- 
cality to another. If goods do not m()\’e, tlnui the business 
of the transport companies has come to an end. 

Can Transportation Costs be Reduced? — Society is be- 
coming more complex as the years go by. Producing .sec- 
tions are more widely separated from the large centers of 
population. Tliis separation, as regards actual distance, is 
not growing greater; but the burden of transporting from 
one place to another is measured more in terms of effort nec- 
essary than of the distance in miles. Because of the great 
increase in population and the congestion in the cities, it is 
more difficult to carry goods from the producing sections to 
the consumers than formerly. This increased cost is due 
largely to the congestion within cities and the delay and 
difficulty in transporting goods over the city streets. Streets 
and roads are not in proper condition. The hea\y traffic 
makes travel slow and dela}^ are costly. It is very doubtful 
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whether trucking costs within the cities can be reduced to 
any extent until there are some radical chang(« made in the 
methods used. These changes might consist of restricting 
certain streets for the use of trucks, or the building in some 
cities of elevated roadways for certain kinds of traffic. City 
congestion is undoubtedly a vital cost factor. 

With an increase in the amount of traflBc handled by the 
railways, it would appear that costs ought to be lowered. 
Present conditions ans the result largely of disarrangements 
of direction, wages, and prices during the war. It is quite 
apparent that reductions will come very slowly and that it 
will probably take a long time for the railway rales to return 
to the same relative position which they held before the war. 
Tt is essential for us to know whether it will reejuire more 
effort to perform the transportation services of the country 
in the future than it has in the past. Will tran.sportation 
tend to take a greater or lesser part of the consumer’s dollar? 

The competition of truck routes in short hauls will re- 
duce the business of the railways to a marked extent. A 
sufficient increase of long-distance business will serve as an 
offset to the loss of local business. The public maj"^ well 
consider whether it would be desirable to allow the rail- 
ways’ business to be reduced by truck competition. 

A certain part, of the costs of transportation is the re- 
turn on the capital invested. There have been in the past 
some financing activities which were not in the best interest 
of the public, but rather in the interest of private gain. The 
public has without a doubt been carrying a great burden of 
over-capitalization. Return on this capital must be secured 
from the income. Such conditions will cause the rates to 
be higher than they would otherwise be. The importance 
of this is probably undeterminable. 

Transportation costs are not apt to be reduced to any 
extent unless there come economies through truck trans- 
portation or a decided improvement in the methods of op- 
erating the railways. 



CHAPTER VI 

SISK AS A MARKET COST 

It makes very little difference what sort of undertaking 
one may be engaged in; there is almost certain to be an 
element of risk attached to it. The farmer who sows the 
seed is incurring a risk. He does not know whether the 
season will be favorable and the result a bountiful crop. 
The production of crops depends upon various climatic con- 
ditions. When the crop is matured and success is assured 
from the standpoint of production, there still remain all the 
hazards of harvesting, and finally the risks of the market. 

The farmer has two main types of risks to contend with: 
first, risks of production, which are greater than those in 
any other industry, for the farmer’s production is dependent 
upon factors over which man has very little control; second, 
the risks which are adjuncts of the marketing process. It 
is this latter class of risks which will be dealt with here. 

Risks occur in connection with the marketing process 
primarily because marketing takes time. Whenever the 
time element enters in, there is uncertainty. These market 
risks are of two types first, physical loss; and second, 
losses due to price changes. 

Physical Loss of Produce. — Since goods cannot be 
passed immediately from the producer to the consumer, 
there is a possibility that they may be destroyed by fire, 
tornado, or flood. This is a type of risk which can be esti- 
mated with some degree of accuracy. Records are kept of 
losses by fire and tornado in different localities and in differ- 
ent kinds of buildings. A history of such losses is at hand, 
so that the “ probability ” of their occurrence can be esti- 
mated quite accurately. While the events of the past are not 
always indicative of what is going to happen in the future, 
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it has been found over a period of years, for the country at 
large, that losses from these causes can be estimated with a 
fair degree of accuracy. Whenever prediction can be made 
of what will happen for the country at large, the element of 
risk is, to that extent, removed. However, the risk element 
in the case of any particular unit of product is always pres- 
ent. As a result of the compilation of “ experience tables,” 
there is very little uncertainty about how may people of 
each age group will die each year; however, there is great 
uncertainty as to whether any particular individual will 
live throughout his expected life. The risk concerning the 
life of a large group of people is almost entirely eliminated, 
while that for the individual is always present. 

Within certain limits, the same information concerning 
the extent of the loss of goods can be obtained. Whenever 
losses can be so nearly estimated, it is possible for them to be 
passed on to a professional risk-bearing agency — the in- 
surance company — and the owner of the goods will not 
have to bear the full burden. The cost of such risk assump- 
tion will have to be borne by the owner of the goods and 
will naturally be included as a part, of the cost of his services. 
The insurance company is a market agency which performs 
a distinct service, and the expense of such service is as es- 
sentially a part of the market cost as are the costs of storage 
and transportation. Because this type of risk can be ap- 
proximately measured, its cost is reduced to a minimum and 
is not a very large item in the cost of marketing. 

Loss Due to Deterioration. — This is an element of risk 
which has never been capable of exact measurement since 
so little is known about it. The realization of its importance 
is of recent origin. It is quite evident that where there is a 
loss of goods due to deterioration there must also be some- 
one to bear the loss. Somewhere between the harv'est field 
and the consumer’s door, certain losses occur. Such losses 
are losses of economic goods. Economic goods cannot de- 
crease without placing a burden of loss upon someone. Who 
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must bear this burden, and what is its effect on the price of 
the product, arc pertinent market questions. 

The farmer and the market agency cannot afford to bear 
the risk without assurance of a return sufficient to repay 
them for taking this risk. On some lots there will bo very 
little loss. On others there will be a loss which will offset 
the gain made on other shipments. This loss must be mot 
through a higher price from the consumer. As the market 



Fig. 16. — rro|X3r f)a(*kinf 2 ; before shipment decreases market risks. 


process is carried on from one step to another, there must be 
provision made for losses. The consumer protects himself 
by not contracting — as a usual thing — for the produce 
he needs until he desires it for immediate use. He will not 
ordinarily buy perishable goods and keep them until needed. 
The consumer will require the merchant to keep the goods 
until they are wanted for consumption, in order to avoid 
bearing the risks of deterioration. If the merchant is to 
bear this risk, he must charge for it. He can raise the price 
sufficiently to cover the risk, because the consumer knows 
that he is being served and is willing to pay the price. Fur- 
thermore, if the price were not sufficient to cover these risks, 
the merchant’s operations would result in a loss and he 
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would, therefore, be forced out of business. There are many 
costs of business which the average merchant does not un- 
derstand and cannot anal 5 'ze; yet he is able to make prices 
which will cover these costs for his business in much the 
same way as is done by his competitors, and he follows 
approximately the same prices. It does not take long for 
prices to respond to changes in conditions and to make pro- 
vision for these changes. If there are added risks which 
must be borne by any middleman, prices will respond to ab- 
sorb these, else the middleman will go out of business. Soon 
the experience of <he trade will reveal the necessity of a price 
adjustment. Or(linaril 3 ^ these adjustments will come from 
the side of the seller and will be effective only to the extent 
that the buyer gives evidence of his approval bj' purchasing 
at the new price. 

Risks of deterioration are naturally greatest in the trade 
of perishable produce. Thus far, market studies have not 
been able to reveal to what extent these losses occur. This 
is a tj"pe of loss which is not measurable. The produce 
dealer himself does not know, with any degree of accuracy', 
just what his losses are or to what extent deterioration and 
waste must be taken into consideration as market costs. 
Some idea of the magnitude of these maj' be had from the 
experience of an exjjress company, which paid out in one 
year for loss and damages something over $5,(K)0,()00. This 
is an economic loss and must be borne bj' someone. The 
express company paj's this bill, but must charge it against 
its receipts. These receipts are derived from the charges 
for transport-ation, which must be paid by the consumers 
of the goods. 

Loss of produce due to deterioration which occurs in 
the wholesale and retail markets is an element of great 
significance. While there is no satisfactory way of deter- 
mining the amount of this loss, all those who arc familiar with 
market conditions realize that it is of great importance. 
This type of loss through deterioration is one which cannot 
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be measured and is therefore not insurable. An insurance 
company would merely be speculating if it were to insure 
this risk, and in so doing would have to charge a high rate. 
Since this risk is not determinable nor insurable, it must be 
borne by the market agencies, and the result is that provi- 
sion must be made for it. This leads to a higher price. It 
is commonly assumed that this type of risk is not very im- 
portant and that the real risks of marketing are those of 
changes in prices. Price changes are certainly of impor- 



tance, yet the importance of perishability is one which will 
continue to attract more attention as time goes on. That 
the significance of this item is at least partially appreciated 
is shown by the fact that each year market men are attach- 
ing more importance to the factors of care in handling and 
packing produce. This will receive further consideration in 
the chapter on Care in Handling. 

The Risks of Price Changes. — In so far as society at 
large is concerned, there is very little importance to be at- 
tached to loss caused by changes in price. This merely 
effects the return to the owner of the goods. Price changes 
do not influence the amount of physical goods in existence, 




THE R1SK8 OF PRICE CHANGES 


97 


whereas waste and deterioration are factors which cause a 
decrease in the supply of economic goods. The latter are 
social losses. Losses due to price changes are individual 
losses and are of no real social consequence unless, because 
of them, production is not continued, and consumers are 
forced to do without the desired goods. 

Goods are produced some time before they reach the 
consumer. Much of our production is seasonal and the mar- 
ket machinery must make these goods available throughout 
the year. Because of the duration of the market process, 
the elements of risk enters in. The value of produce to 
satisfy man’s wants is the same at one time as it is at another, 
assuming the intensity of the desire to be the same. From 
this point of view, a bushel of wheat should be worth as 
much in May as it is in October. Man has not discovered a 
better way to measure the value of things than in terms of 
the universal measure of value — money. Price changes 
are therefore decreases or increases in value. Losses which 
thus occur must be borne by someone, as must losses of the 
jjhysical goods. Values are measured in terms of money and 
price declines are the generally accepted evidence of losses. 

Produce harvested at one season of the year and used 
throughout the year is apt to change in value from time to 
time. The value at the harvest time is primarily based on 
the estimated value at the time when the produce is needed 
by the consumer. Values of most farm products at local 
points are, therefore, based upon the estimates of those who 
deal in them. The price of wheat in September is, generally 
speaking, the price which the buyer thinks will prevail at a 
later time in the season less the expenses of holding it until 
that time. Since values are based upon man’s estimates, 
they are subject to variation. It ixiight be that the mar- 
ket price was determined without all the factors being taken 
into consideration. It might be that estimates of supply 
which were made were not correct, as later events proved. 
Demand for the product might not have been properly 
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gauged. Prices of the great basic products, then, are being 
gradually revised in the light of new facts concerning the 
vital market factors. These price changes bring with them 
risks. A very significant fact about markets is that one 
cannot secure the advantages of price increases unless he 
also assumes the risks of price reductions. 

Methods of Dealing with Risks.’ — 

1. Ehmination of risks. 

2. Assumption of risks. 

3. Transfer of risks to others. 

Elimination of Market Risks. — Losses of goods by fire 
can be largely reduced by tht; construction of fireproof 
buildings and the practice of caution. The prevention of 
smoking and the use of extreme can; in the handling of fire 
are precautions which reduce the fire hazard. Sprinkler 
systems and well-trained and equipped fire departments are 
doing much to reduce this type of loss. Losses by flood and 
tornado can be guarded against by the construction of strong 
buildings and proper drainage sewer sj'^slems. 

Losses by deterioration of goods can be greatly reduced 
by giving more attention to the methods of handling. 
Fruits and vegetables properly pre-eooled, iced, graded, 
packed, and handled do not deteriorate as rapidly. Ex- 
periments conducted by Government and j)rivate agencies 
have brought us real information a.s to how things should be 
done to decrease lo.sses by deterioration. While this work 
is still in its infancy, much has been done to reduce los.ses 
and make the handling of perishable products less risky. 

The risks of price fluctuations can be reduced by a study 
of the extent and nature of the demand in different markets. 
By watching the flow of goods to the market, the serious 
loss due to “ gluts ” can be overcome. Goods must flow to 
a market in accordance with the demands of that market, 
if losses due to price fluctuations and deterioration are to be 

^ See Hardy's ^‘Risk and Risk-Bearing," Chap. II. 
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kept at the minimum. Much can be done to reduce all 
these different types of losses involved in the market proc- 
ess; however, it is impossible to eliminate all of them. 
Those which remain must be borne by someone. 

Assumption of Risks. — Some risks cannot be passed on 
but must be borne by the owner of the goods. This will 
apply particularly to risks due to deterioration. They can- 
not be passed on because they cannot be estimated — they 
are not insurable. There is not sufficient information at 
hand concerning the extent of loss due to deterioration of 
fresh fruits and vegetables to make insuring anything more 
than a gamble, 'i’he owner must bear this risk himself. 
The only means he has of freeing himself of this loss is to 
prevent its occurence. 

Some products are of such a nature that price reduction 
risks cannot be passed on unless there is a change of owner- 
ship. P(*rishable product s are quite subject to price changes. 
If these changes occur, the holder of the product must bear 
the burden. In the long run, prices must be such as to make 
])rovision for these losses; therefore, perishable products 
will be higher in price, other things being etjual, than non- 
])erishables. This higher price is due to the risks of price 
fluctuation and not, as was mentioned above, to the lo.ss 
caused by deterioration. The ([uantity of perishable prod- 
ucts offered on the market cannot be so well regulated as 
that of non-perishables because the former cannot as readily 
be kept over from periods of hea\'y supply. Demand for 
perishables is more apt to fluctuate with weather changes 
than that for non-perishables.® These characteristics of the 

* For example, shippers of watermelons to the New \'ork City market 
estimated the quantity which would lie demanded by the Fourth of July trade 
in 1922 and a certain number of cars were sent to that market. The weather, 
a factor which greatly influences demand for this product, was not favorable. 
There were heavy rains, the holiday crf>w<ls were not out, atid the weather waa 
too cool for a good consumer demand. The result wa,s that the cars of melons 
which should have been unloaded and placed on the retail market could not 
be disposed of for more than a wei»k. Creat losses occurred. At least 20 
IKjr cent of the melons held over this period deteriorated to such an extent 
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perishable product, then, cause a more fluctuating price and 
therefore a greater risk. 

Transfer of Risks to Others. — The insurance company 
is the professional risk-bearing agency which assumes risks 
of physical losses due to measurable causes such as fire or 
storm. Fire risk is the most important risk of this type, 
and the risk of loss on the great bulk of goods moving 
through the market is transferred to Ihe fire insurance com- 
pany in consideration of a premium paid. 

Risks of Price Changes. To the individual in the mar- 
ket, the most important type of risk is that of price changes. 
There are, as has already been mentioned, some price risks 
which cannot be passed on to others, but there has devel- 
oped a particular type of market agency which affords an 
insurance to cover some such risks. This market agency 
is the Board of Trade, or Exchange. The principal type 
of transaction which affords this insurance is known as 
“Future Trading.” The commodity which lends its(;lf to 
this type of trading is one that embodies the following 
qualities: 

1. It can be divided into rather distinct and definite 

grades. 

2. It is non-perishable. 

3. It is in general demand from year to year and not 

affected by fads or fashions. 

4. It is demanded by large groups of people. 

5. It is subject to rather frequent but not too violent 

price changes. 

that they were dumped. The balance were of such poor quality — due to 
deterioration — that they were sold for leas than freight charges. Such 
losses are due to factors over which man has no control. Had the weather 
been favorable these melons might have sold for a good price and all have 
gone into consumption. These losses must lie made up on other shipments 
which come into the market, as the dealer cannot stand them and continue 
in business. Such risks must always be kept in mind, and the memory of 
such losses must act as a justification of enormous profits which might be 
exacted in cases of shortage. 
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6. It is a commodity of which there is usually a large 

supply. 

7. It is of such a character that price changes will occur, 

or there will be no risk involved and therefore no 

necessity for the trading. 

8. It is such as to involve very little danger of the de- 

terioration of the product. 

The great agricultural staples meet these requirements 
and are the products which are most extensively dealt with 
on the exchanges. 

There has always been criticism of the practice of dealing 
in products on the Exchange, and especially of future trad- 
ing. The practice has been defended and condemned. It 
is not purposed here to enter into a lengthy discussion of 
these operations, but rather to mention only the essential 
characteristics of the practice and show how it is used to 
shift risks. 

Hedging. — Much of modem business is transacted on 
the basis of contract for delivery at some time in the future. 
Clothing is sold in the fall and winter for spring delivery. 
Most products made to order are contracted for before the 
manufacturer has the raw material in stock. Flour is sold 
for delivery sometimes months ahead. The longer the time 
between the placing of contracts and the actual delivery of 
goods, the greater the opportunity for risks to enter in. It 
is socially advantageous that contracts be placed as far ahead 
as possible as this will permit a better regulation of industry 
and less fluctuation in employment. One of the greatest 
evils of the present economic society is that of fluctuation 
of industry, or what is called the “ cyclical movement of 
business.” Long-time contracts which can be carried to 
completion are factors which will tend to eliminate such 
movements. In order to protect himself against risk, the 
enterpriser, upon securing a contract, must purchase his 
raw materials and contract for his labor. Such practices 
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are common in industry and are the common precautions of 
wise business men. When such precautions against risks 
are not taken, there is the possibihty that the contractor 
will suffer losses and thereby become financially unable to 
complete the job he has agreed to do. It is to the interest 
to all concerned that such risks be reduced to the minimum 
or be passed to someone who can assume them. 

Some agricultural products, because of their nature and 
adaptability to grades, are quite extensively dealt in for 
future delivery. The process of buying for future delivery 
to eliminate a risk is called “ hedging.” The cotton mill 
might sell goods for delivery within three months. The raw 
cotton might not be on hand with which to make up this 
bill of goods. In order to make an equitable price, the seller 
must be able to sell his goods and buy his raw material on 
the same basis. If delivery is to be made on May 1, an 
equitable price would be that for the raw material on that 
date together with the proper cost of manufacture. Be- 
cause of the lapse of time there is the probability that the 
price of the raw cotton will not be the same at the delivery 
date as at the date of contract. In order that there may be 
this harmony between the price of raw material and finished 
product, the manufacturer will go into the market and buy 
cotton for dehvery on May 1, and make his price on this 
basis. If he did not do this, and if the price of cotton went 
up, the price at which he sold the finished cloth would be 
too low and he would, therefore, sustain a loss. By reason 
of his future purchase of the raw cotton, a gain would be 
made in the same amount as the loss sustained on the con- 
tract. The only loss which the manufacturer incurs is that 
of brokerage on the future purchase. This is similar to a 
premium charge for insurance. Because of the ability of the 
manufacturer to secure such a form of insurance his opera- 
tions are not of a speculative nature. His profits are those 
of manufacturing. Stability of industry will come when the 
business man becomes less of a speculator and more of a 
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trader. Profits of business must become more in the nature 
of payment for services and less of a reward for risks. The 
less risk, the lower the margins. Fewer risks mean lower 
prices. 

Any legitimate practice which decreases risks and makes 
for stability of industrial conditions is to be commended. 
Hedging is a practice which does this. 



CHAPTER VII 
SELLING 


Goods have no value in use unless they are in the hands 
or possession of someone who can use them. All of the proc- 
esses of producing raw materials, fashioning these into 
myriad forms, transporting, storing, and selling are for the 
primary purpose of getting goods to the right place, at the 
right time, in the proper form, and in the hands of someone 
who can make use of them. It matters not that trade has 
become so intricate that goods are now “ made for the mar- 
ket ” instead of being made for the consumer, or that sales 
are made primarily with the thought of making profits rather 
than of rendering service. The stream of commerce flows 
on to the ocean of consumers which is the ultimate end and 
goal of all business activities. It is small wonder that we 
have not yet grasped the problems of the market in a clear 
and concise way, as the development of this institution in 
its modem form has been so recent and sudden and the in- 
stitution itself is so complex and bewildering. Man has not 
yet realized just what has happened in the change of indus- 
trial methods. 

All the way through this maze of markets and market 
processes, selling takes place. At first hand it appears that 
selling constitutes the whole of the market process. Mar- 
kets are thought of as places where goods are bought and 
sold, but they are more than mere selling marts. The mar- 
ket processes are something more than the mere transfer of 
title of goods. On the other hand, the field of marketing is 
sometimes discussed without any regard whatever for the 
processes of selling. This is probably due to the fact that 
we know so little about these processes. We know quite 
well what a sale is, and how it is made, and some claim to 
know the essentials of salesmanship; yet when we come to 
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Fig 18 — A. producers^ retail market where are made direct to the consumer (Courtesy 
Mumcipal Bureau of Markets, Detroit Michigan ; 
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deal with the problem of marketing as a whole, we find 
rather scanty information on selling. Books on salesman- 
ship give what is called an analysis of the sale and divide it 
into its component parts. The economics of the sale, how- 
ever, have not been adeqxiately portrayed. 

It is by sale that goods are put into the possession of 
those who have the right to use them. During the various 
industrial and commercial processes, title to goods is passed 
from one to another. Because of the uncertainties of some 
productive processes and the risks which go hand in hand 
with almost all commercial or industrial activities, it is quite 
essential that possession of goods and title to them go side 
by side. Since industry has become so specialized and so 
many various processes are performed, both manufacturing 
and marketing, it is quite natural that most goods pass 
through the hands of many different persons. This increase 
in the complexity of industry calls for a greater number of 
transfers of title. When the farmer took his wheat to the 
mill and had it ground into flour, there was no necessity for 
the transfer of title or of the making of a sale. Now, in ac- 
cordance with the practice of the trade, the wheat is sold to 
the specialized wheat buyer who sells it to the miller. The 
flour is sold to the flour merchant who sells it to the baker. 
The bread is sold to the retailer and finally to the consumer. 
With the increase in industrial complexity and the separation 
of the producing and consuming regions, there is of necessity 
more selUng. 

It may be said, then, that selling is the process by which 
a certain utility is created — possession utility.* Condi- 
tions must be such that goods can enter into consumption 
and satisfy wants. Unless the consumer has possession of 
goods, consumption cannot result. It is just as essential 
that goods be in the hands of the one who desires them as it 
is that they be in the proper place, in the desired form, or 
available at the time desired. 

* What Carver calls, "personal utility.” 
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For complete production, it is necessary to go through 
all the processes which will make the goods available for 
the satisfaction of wants. It is, in our modern economic 
system, a long way from the hands of those who produce 
the raw material, or put it into the proper form, to the hands 
of those who desire to consume it. Under the older systems 
of economic activity, a great majority of goods passed di- 
rectly from the so-called producer to the consumer. This 
practice has been called direct marketing for the reason that 
there were not intervening agencies between the producer 
and the consumer. The complexities of modem economic 
life have made it almost impossible to follow this type of 
market procedure, ex(icpt in cases of a few kinds of products 
grown and sold locally. Consumers in congested centers 
must get their food from great distances. As these dis- 
tances have increased and as the congestion of cities has 
made it more difficult to transport goods, this problem of 
moving products from one to another has consequently be- 
come greater. 

A steer is raised and fattened in Iowa. Production is 
complete, according to the reasoning of many. However, 
a steer in Iowa is quite a different thing from a sirloin steak 
in New York City. An excess of egg production occurs in 
the great Middle West of the United States on almost num- 
berless farms. These eggs are in the hands of, and owned 
by, millions of farmers. Before the productive processes arc 
completed this ownership must be transferred to millions of 
consumers. It is no small matter to bring the seller and 
buyer together under such conditions. Modern economic 
procedure makes it impossible for them actually to be 
brought together and to deal directly with one another. 

The age of specialization brought with it the practice of 
turning many of the things which we once did over to some 
other person or agency. The weaving and making of clothing 
were duties once performed by the womenfolk of the house- 
hold. Bread-making was as much a part of housekeeping 
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as sweeping the floor. These tasks have been taken over 
by other agencies and have become commercialized. In 
cities we find that many other home duties are taken over 
by commercial concerns. The delicatessen shop is the 
kitchen for many a household. Modern man is a specialist 
and calls in others to do things for him. Formerly, man 
labored to .satisfy his wants; to-day man labors to secure 
the means with which to buy the things ho desires. 

At the other end of the productive process we find it just 
as true, if not more so, that each individual is concentrating 
his efforts on one thing. The farmer was formerly the 
grower and marketer of produce. Now he devotes his time 
to growing, and others are called in to take care of the mar- 
keting or selling, side of his busine.ss. There are many rea- 
sons why this procedure is now followed. The great dis- 
tance between producing and consuming centers, coupled 
with the advantages of specialization, stand out as primary 
reasons for the present procedure, floods now have to travel 
a long distance in order to arrive at the place where they 
are desired. It is more economical for goods to be handled 
in large quantities. The average producer does not have 
sufficient quantity to make it practicable for him to market 
his products directly for himself. Modern markets have be- 
come so complex that, for success to result, the marketer 
must be well versed in all the factors which enter therein. 
This is a large task and it is not po.ssible for the individual 
to take the time and make the effort necessary to secure 
this information. 

Anyone can sell goods if he knows who wants to buy 
them and how connection can be made in order that a sale 
may result. A farmer in Kansas has eggs for sale. A la- 
borer in Syracuse wants to buy eggs for breakfast. These 
two must be brought together so that a sale will result and 
settlement be made. It is, of course, absurd to think that 
such a procedure is economically possible. Market ma- 
chinery has grown up for the primary purpose of making it 
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possible for the farmer to sell his eggs and the laborer to buy 
what he desires. Merchants are in the market for the pur- 
pose of finding someone who wants to buy what others have 
to sell, and to locate goods which the consumer desires. The 
“ middleman ” searches the world for goods to satisfy the 
demands of consumers, and searches for those who desire to 
buy the goods which have been produced. It is the service 
of bringing the man who wants to buy and the one who 
wants to sell into contact which is performed by the selling 
agency. It must also be remembered that most sellers per- 
form other services besides that of selling, which is being 
dealt with here. There are sales made all along the line by 
the agency which stores goods, changes their form and in 
some instances transports them. As a general rule, owner- 
ship of goods changes with every market process which in- 
volves the transfer of possession, except in the case of trans- 
portation. The transporter of goods is not a dealer but 
rather an agency which performs other services. 

With the development of industry and commerce, there 
have come changes in sales methods. Modem sales methods 
are now spoken of as something entirely different from the 
methods employed in former days. These modem methods 
are the result of changes in our commercial system. In 
selling, we have been merely trying to keep pace wdth the 
changes in other lines. Selling includes more to-day than 
it did in the days of the self-sufficing community. The per- 
son who had a surplus formerly made a sale by displaying his 
wares before someone who wanted to buy and then making 
an agreement as to the price and terms of sale. The pre- 
vailing method was what we now call “ direct marketing”. 
Those who desired to buy went in search of the goods 
wanted, or those desiring to sell went in search of a buyer. 
In most instances, the goods were before the parties to the 
deal, and direct bargaining took place. 

Analysis of the Sale. — Modern means of communica- 
tion and travel and the pressure of time make it necessary 
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that things be done more rapidly than before. Man does 
not have time to search the various markets for the things he 
desires. He wants to know where he can secure a certain 
thing, and then, by wire, post, or representative, to arrange 
the terms of sale. Time is too valuable to permit him to go 
blindly into the markets of the world searching for things. 
Because of man’s desires and the facilities which we have for 
the conduct of business, the sale has taken on a new aspect 
and may be analyzed as follows: 

1. Advice to buyer as to kind and quaUty of goods and 

place where they can be secured. 

2. Creation of effective desire. 

3. Determination of the price. 

4. Determination of terms on which sale is to be made. 

1. Advice to Buyer. The buyer may be advised con- 
cerning goods in one of two ways: (1) direct; (2) indirect. 
The direct method of advising is by displaying goods before 
the consumer by either taking them to his home or showing 
them in the shop of the dealer. The art of displaying goods, 
of window dressing, and of advising the public; of different 
goods on the market has developed to a remarkable extent 
within the past few years. New goods are made, and un- 
less the public is advised of them they will never be put into 
use. Older types of goods, with which the public is familiar, 
will never go into consumption unless the consumer knows 
where they can be found. One of the greatest services 
which the dealer in merchandise can render the consumer is 
to advise him concerning the goods which are available on 
the market. This service is of vast importance and is just 
as essential as that of holding the goods in storage or chang- 
ing their form or transporting them. By indirect contact, 
or advertising, the public is advised of many new goods and 
the places where all goods can be purchased. Advertising 
has become a tremendous force within the last two or three 
decades. It is a force which is constantly working. The 
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bill-board on the roadside or the vacant lot tells us of goods 
we should have; the cards in the street car tell of goods we 
need to make our life more complete. The morning paper, 
the magazine, the theatre program, the electric sign at night 
and the painted sign by day tell us constantly of things 
which the markets of the world provide for the satisfaction 
of our wants. The great development of business and the 
drive for profits are forces which have made advertising im- 
perative to him who would continue in business. He who 
advertises succeeds; he who does not advertise is advertised 
by the sheriff. It is not purposed here to write a brief for 
or against advertising as it is now conducted in this modem 
conunercial world of ours; however, the impelling force of 
it and the universality of it must be recognized. 

Advertising might be classed as either educational or ac- 
quisitive. Educational advertising advises the public of new 
goods, what they are for and where they can be secured. 
Acquisitive advertising merely turns the stream of buyers 
from one store to another. Advertising is a great force to 
maintain equality and justice in prices. If it were not for 
advertising, there would be a great tendency for prices to 
vary to the disadvantage of the consumer. Advertising 
costs money and it must be paid for in the long run by the 
consumer. Whether this cost is excessive and results in a 
payment greater than the return received is a question 
which no one can as yet definitely answer. It appears that 
there is a great amount of advertising waste and therefore 
an extra burden upon society. 

2. Creation of Effective Desire. Display of goods, 
printed advertising, demonstrations and similar practices 
are carried on by the seller of goods for the main purpose of 
making people buy goods. The reason for making people 
buy goods is to increase profits. All the various methods 
of making the public want goods and agree to take them 
are parts of salesmanship. Make people want things in- 
tensely enough to give up things of value for them, and de- 
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mand is created. Advertising is carried on for the purpose 
of creating demand, or bringing forth demand. This is a 
service which is of value to the consumer and is to be en- 
couraged, provided that the demand is for goods which will 
be beneficial to the consumer. There is to-day in commerce 
the practice of following quite aggressive selling methods. 
Some people object very strenuously to these aggressive 
methods and look forward to the time when the consumer 
will be permitted to make his choice without pressure. 

It is sometimes argued that aggressive selling methods, 
such as sales campaigns, national advertising, and persistent 
efforts on the part of salesmen, cause the consumer to buy 
things he does not want or would not otherwise buy. These 
aggressive methods should be stopped. Advertising should 
be discontinued, traveling salesmen taken off the road, and 
the retailer and consumers allowed to order just what they 
want. 

No one denies that under such circumstances sales 
would decrease and the consumer would buy less. The pur- 
chasing power of a great part of our population would no 
doubt decrease. The mass of the people would be satisfied 
with less. The question is whether the mass of the people 
would go on producing at the present rate and save the 
difference, or whether they would not cease to be so active 
since their wants were not so many. Is it not the spur given 
us by aggressive methods of salesmanship and the continual 
display of automobiles, better houses, clothes, better art, 
and furnishings in the advertising columns which causes us 
to be more active and produce more? Without a doubt, it 
is the increase in the number and quality of our wants, due 
to aggressive sales methods, which has caused us to develop 
to the high state of industrialism, education, and art we 
have attained. If it were not for the spur which has been 
given us, we should still be content to write our letters with 
the quill pen, send our messages by courier, get the news 
from a weekly paper, read by candle light, wear denim, and 
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ride in a “ shay.” The aggressiveness of salesmen and 
the pull of advertising has made us aware of the better 
things of life and has caused us to exert ourselves to get 
them. 

3. Determinalion of the Price. Tliis is the great essen- 
tial element of the sale. Demand cannot result unless the 
price is taken into consideration. Consideration of price 
is one thing which will tell whether demand really exists 
or not. If the price asked is higher than the price the 
buyer is willing to pay, there will be no demand result- 
ing. T'he tenden(!y of the times is toward saving of time 
wherever i)ossiblc in the transaction of business. Time w’as 
when bargaining over the i)ricc to be paid was the most es- 
sential part of the sale, but prices are no longer made in 
that manner. Prices are asked and the consumer accepts 
or rejects. It cannot be said that the merchant sets the 
price. A price is merely asked. If the shopper buys, there 
is an agreement to the price asked. If no sale is made at 
the price asked, then the merchant must readjust prices in 
order that demand may result. There is still bargaining in 
the market, but not the kind of bargaining — which was 
merely haggling — that was formerly common. 

The factors and forces which cause a certain price to be 
asked and accepted are the real factors and forces of the 
market. Price is the result of the workings of the market. 

4. Terms of the Sale. The most important item con- 
cerning the terms of the sale is that of the manner and time 
of payment. There has been a tendency in markets for pay- 
ment to be made in cash. This is more particularly true of 
the retail trade. While it is quite generally accepted that 
the cash basis is the one which would be the best for all con- 
cerned, there are many instances when it cannot be .strictly 
followed. As the cash system becomes more prevalent, the 
function of the sale will become less important, or there will 
be less for the sales transaction to effect. With the decrease 
in the extension of credit, there will be a decrease in the serv- 
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ice the merchant provides and therefore naturally a de- 
crease in the cost of performing the service. 

Delivery service is also rendered. With many types of 
goods, this service is being discontinued. There will con- 
tinue to be the necessity of delivery for many goods, as their 
bulk makes it impossible for the buyer to perform this serv- 
ice liimself. Extension of credit and delivery service are 
matters which are dealt with in the sale contract; yet they 
are not sales services, strictly speaking. Extension of credit 
is a financing service which is provided by the seller t)f the 
goods, and delivery is a transportat'on service which he 
renders. 

Bases of Sales. — Before markets were developed as they 
are to-day and communication made easy, the sale was made 
by seller and buyer coming together and bargaining. The 
goods were before them, so that inspection could be made. 
This involved the presence of the buyer whenever a purchase 
was made. The goods were inspected and evaluated by the 
buyer. This was necessary as there was no means whereby 
quality could be learned except by inspection. This type of 
sale is called sale by inspection or sale in bulk. 

In some cases a sample of goods was sent to prospective 
buyers for their inspection. The sale was effected on the 
basis of this sample, which was assumed to be representative 
of the whole lot of goods. This was a step forward in ef- 
fecting economy in selling. It saved time for the seller as 
well as for the buyer. It was not until the ethics of business 
were somewhat developed that the practice of sale by sample 
became possible. Unless the integrity of the seller can be 
depended upon, sales by sample cannot be made. The 
sample must be honestly taken and be representative of the 
whole quantity of goods offered. Sale by sample is the basis 
on which many traveling salesmen conduct their business. 
Samples of their lines of goods are carried along with them 
and shown to merchants. The house-to-house canvasser 
also carries samples. Purchases are made on the basis of 
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these samples, and special orders for produce are taken, in 
many instances, on the sample basis. This typo of sale dif- 
fers from sale by inspection, or sale in bulk, in that a small 
quantity of the produce is inspected instead of the entire lot. 
Hale by sample made it possible to decrease selling costs. 

The third basis of sale is that of destuiption. Descrip- 
tion may be made by any means which enable the seller to 
convey to the prospective buyer a conception of the kind 
and quality of gof)ds he has for sale. As in the case of sale 
by sample, sales by description cannot be made unless the 
buyer has faith in the integrity of the seller. The estab- 
lishment of grades has enabled sales to be made with less 
expense than was formerly possible. The mere mention of 
a grade will convey to the mind of the buyer the quality of 
the product being offered. Such a procedure saves time and 
permits the transaction of business between persons in 
widely separated markets. With the improvement in grad- 
ing, a general dissemination of information concerning the 
meaning of the grades, and the establishment of more ethi- 
cal (iommercial practices, will come a decrease in the cost 
of selling. 

Practices are being introduced in the commercial world 
to make possible a transfer of title to goods with less ex- 
pense. The great struggle to get business has made it im- 
perative that the business man use every feasible method to 
reduce costs. It is estimated that it costs more to sell goods 
than to make them. Costs are very high and every element 
which tends to increase this cost should be modified or elim- 
inated if possible. The practices employed in the market 
of the world should be studied in a scientific manner, just 
as those of production have been. Useless effort, wasteful 
practices, and duplication should be reduced to the minimum 
to the end that man’s activities may result in a greater quan- 
tity of want-satisfying utilities. 
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FINANCING AGRICULTURAL MARKETING 

The productive processes bring forth goods which can 
be utilized in the satisfaction of wants. Efforts expended 
in production are paid for by the consumer of the goods. In 
primitive times, when a man wanted a particular thing to 
satisfy an immediate want, he made it. There was very 
little production — or the securing of things — until the de- 
sire was present. In self-sufficing communities the con- 
sumer made things for the satisfaction of his own desires. 
Under such a system there was very little need of producing 
ahead of time, and very few stocks of goods were placed 
aside for future consumption. Man was able to utilize, al- 
most immediately, the results of his efforts. There was 
none of what the economist calls “ waiting”; the desire for 
a thing developed, action brought forth the thing needed 
to satisfy that desire, and consumption followed. 

Fixed habitations in regions where there are seasons and 
the specialization of industry have made it necessary that 
time elapse between production and consumption. The de- 
velopment of our modern industrial civilization has imposed 
a new burden upon man — that of waiting. Production in 
many instances takes place a long time before the thing pro- 
duced actually satisfies a want. Wheat coming from the 
threshing machine spout may not enter into consumption 
for a year or more. Apples of the September harvest may 
remain in storage until the following June or July before 
they are finally sold by the fruit peddler to the passer-by. 
Cotton is produced a long time before it is finally made into 
garments. It is very probable that in some cases several 
years elapse between the time the cotton comes from the 
field and the time it finally reaches the consumer. Butter, 
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eggs, meats, potatoes, corn, and all other farm products, 
with the exception of the very perishable products like whole 
milk and the soft fruits, are produced quite a long time be- 
fore they are finally used by the consumer. 

The money with which the producer of goods is paid 
comes from the consumer. The consumer, however, does 
not pay the bill until he buys these products; in some cases 
not until a long time afterwards. There is a period of 
waiting, then, between the time the goods are produced and 
the final payment for them by the consumer. Someone 
must wait for payment. Because of the complexity of mod- 
em business, it is not feasible for the producer of goods to 
wait for his money until the consumer pays for these goods. 
The practice which has grown up in industry is to transfer 
this task of waiting to some other agency whenever title to 
goods passes. The farmer receives his pay from the local 
buyer when the sale is made. The local buyer is paid by 
the wholesaler, the wholesaler by the retailer, the retailer 
by the consumer. In such a manner waiting is done by all 
these market agencies. 

Transactions in business arc so numerous and involve to 
such great sums of money, in total, that very few dealers 
have sufficient funds on hand to make these payments. At 
the time of wheat harvest, the local grain buyer needs a 
large amount of cash to pay for his purchases. He usually 
does not have this. He secures it from other sources ; that 
is, he borrows money, or he transfers the task of waiting to 
some other person, the money lender. Marketing of prod- 
uce is financed, to a certain extent, by all the different agen- 
cies. However, at certain times of the year the task is too 
great to be handled by those in the trade. Farmers, local 
buyers, wholesalers, manufacturers, jobbers, and retailers 
need credit in order to carry on their marketing to the best 
advantage. 

Many farm products are sold, as soon as harvested, to a 
local buyer who pays cash. The problem of market finance 
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SO far as the fanner is concerned, no longer exists. He has 
produced his crop, sold it, and received the money return. 
A great portion of farm produce is sold in this manner. 
There is a tendency now for the farmer to hold his product 
for a more favorable market or to sell it on a cooperative 
basis. The method of sale to local buyers immediately after 
harvest time has been considered the one great weakness of 



f'lo. 19. — The journey from the, local country elevator to the uity consumer 
is a long one. Someone must fiminee this ofKirtition. 


our agricultural market system. Lower prices have been 
the result of this method of sale. However, farmers should 
realize that the lower price at harvest time is due, to a cer- 
tain extent, to the fact that the tasks of risk-assumption and 
financing have been passed on to someone else. 

One of the reasons given for the dumping of farm prod- 
uce on the market at harvest time is that the farmer needs 
the money. The impossibility of his securing credit to per- 
mit him to hold his product has been one of the reasons why 
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early sales have been made. If there is to be more orderly 
marketing, it is necessary, therefore, that the farmer be en- 
abled to secure credit on reasonable terms and conditions. 

If the product is sold to some dealer in another city or 
at a central market, it is necessary for the farmer to wait 
until returns on his shipment can be made. This necessi- 
tates a delay of some days in many instances. The farmer 
feels that he does not want to wait. To the average farmer 
the loss through a lower price w'hich he receives at the local 
shipping point is more than offset by immediate payment. 
Likewise, the higher price which will normally result from 
holding the product until later on in the year docs not justify 
the cxiiense of holding the product and the delay in securing 
the money return. 

If it were not for the problem of credit, then, the farmer 
would have greater freedom in the selection of his market 
as to time and place. For example, if it were not for the 
immediate need of money the farmer might sell his livestock 
to better advantage in Chicago than in the local market; 
or, he could wait until March or April to s(>ll his potatoes 
instead of selling them in October. Lack of credit restricts 
the choice of a market. 

How Agricultural Marketing is Financed. — (1). Agri- 
cultural marketing is financed by the local buyer who pays 
cash for the produce when it is delivered to him at the coun- 
try station. From the standpoint of the farmer, this is the 
simplest and most convenient method, other things being 
equal. The movement of the product from the local bu 3 'er’s 
hands on through the market channel is facilitated by credit 
extended by wholesalers, manufacturers, and banks. As 
far as the farmer is concerned, the credit problem is ended 
when he receives his money. 

(2). When a shipper sells to a dealer in another market, 
he may receive payment immediately for his product by 
drawing a draft on the consignee. This draft is deposited in 
the bank and funds are usually immediately available. The 
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bill of lading for the shipment is attached to the draft and 
sent by the shipper’s bank to that of the consignee. Upon 
payment of the draft, the buyer receives the bill of lading 
and possession of the produce. 

In many kinds of business, this is a very satisfactory 
method of financing the country shipper, whether he be 
farmer or dealer. Its success depends upon the integrity 
of the shipper. A city buyer will not agree to pay the draft 
of a shipper unless he is knowoi to be responsible and honest. 
One reason why more farmers cannot sell in the central mar- 
ket and draw drafts on buyers is that they have not the 
reput ation which will make such a practice safe. One of the 
things necessary to permit farmers to sell in this nmnner 
is the establishment of their reputation for integrity and 
financial responsibility. 

(3). The country shipper, or farmer, might borrow 
money to meet his needs while he is waiting for his return 
from a distant market or for a more favorable time to sell. 
The lo(!al bank is usually the agency which loans money to 
the farmer under such conditions. If the credit demands 
of the community are greater than local banks can meet, 
they may secure additional funds by discounting their notes 
with the Federal Reserve Bank. Under ordinary conditions, 
ample funds are available to finance the movement of crops. 
Funds are not available from banking sources as a general 
rule, for the holding of crops over a long period of time in 
anticipation of a better market. One of the serious criti- 
cisms of farmers against our credit machinery is that credit 
could not be obtained in sufficient quantities to permit the 
holding of agricultural produce off the market during the 
depression of 1920-21 . It is very uncertain just what would 
have been the result had the 1920-21 credit demands of 
farmers been met. 

Amount of Credit Extended to Agriculture. — It is very 
dfficult to estimate the amount of credit extended to farm- 
ers. In 1920, the mortgage debt on “ owner-operated ” 
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farms in the United States amounted to approximately 
$4,000,000,000,1 an amount which is approximately 29.1 
per cent of the estimated value of farm lands carrying mort- 
gages. The total mortgage debt for all farm property in 
the United States probably exceeds 8 billion dollars.* The 
amount of personal and collateral loans to farmers (by 
banks) on December 31, 1920, has been estimated at $.3,869,- 
891 ,41.0.® In addition to these loans (mortgage and short- 
time bank collateral and personal loans), there is a great 
amount of credit extended to farmers by local retail stores, 
grocers, implement dealers, dry-goods dealers, seed houses, 
and private money lenders. It is impossible to make an 
estimate of the total of this kind of credit. Store credit, 
without a doubt, amounts to a considerable sum, especially 
in those sections of the country where the one-crop system 
of agriculture prevails. The extending of large amounts of 
store (Tcdit is quite common in the cotton-growing sections 
of the United States. 

In trade and industry, the amounts owing for money 
borrowed and credit extended arc offset to a certain extent 
by accounts receivable. This is not the case in agriculture, 
for the average farmer very seldom has a large amount of 
money owing him. Thus the amount of money loaned and 
credit extended to farmers represents very nearly the net 
amount of their total indebtedne.ss. 

Comparison of Commercial and Agricultural Finance. — 
The great difference between financing of commerce and of 
agriculture is the length of time for which credit is needed. 
Most manufacturing industries can turn their raw materials 
and labor into a product ready for sale within a short period 
of time. The trader buys his stock of goods and makes as 
many “ turns ” a year as possible. Since the development 
of rapid transportation and modern trade practices, the 

^ U. S. Fourteenth Census, Vol. 6, Part 1, p, 47. 

a U. S. D. A. Bulletin No. 1048. 

• Report of the Joint Commission of Agricultural Inquiry, Part 2, p. 97. 
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ordinary retailer can secure a supply of goods within a very 
short time, sonietimes within an hour or so. There is no 
longer the necessity for keeping large stocks of goods on 
hand. The shorter the time between the purchase of goods 
and their sale, the less the risk attached to trade. Ease of 
getting a now supply of goods and a rapid turnover makes 
it possible for the dealer to conduct his business with a 
smaller amount of capital. The quick turning of goods 
into money enables the quick payment of bills and loans. 

The farmer’s turnover is not so rapid. The wheat, 
com, cotton, and tobacco farmers must wait almost a year 
from the time they plant their crops until sale can be made. 
The fruit gi'ower has a yearly crop, but he must wait several 
years before his trees come into bearing and provide prod- 
uce for sale. In almost every kind of agriculture, except 
dairying and poultry, the money comes in seasonally. The 
time which elapses between the need for credit and the ob- 
taining of the money with which to pay off the loan is longer 
than in most other industries. 

It is trae that in some sections of the country the farm 
might be so managed that there would bo a steady income 
throughout the year. The fact remains, however, that very 
few farms are so conducted; therefore, the necessity for 
longer credit terms. With the extension of specialized agri- 
culture and the dependence upon one principal product, it 
is quite unlikely that short-time credit will meet the require- 
ments of agriculture for some time to come. 

Banking has developed primarily to finance industry and 
commerce and has been built up on the basis of short-time 
credit because it met the needs of the customers it was 
serving. With the development of commercialized agri- 
culture and the need for funds, financing machinery was not 
adjusted to meet these new requirements. Agriculture has, 
of necessity, been compelled to adjust itself to the financial 
machinery instead of the machinery being adjusted to take 
care of agriculture. This condition has continued because 



SECURED LOANS 


123 


industry and commerce still contribute the bulk of the busi- 
ness. However, if the financing of agriculture should be- 
come the greatest task of banks, then banking practices 
would change to meet these needs more nearly. The Agri- 
cultural Credits Act of March 4, 1923, modified banking 
regulations so as to provide longer-timc credit to agriculture. 
This amending act was for the purpose of giving to agricul- 
ture the type of credit facilities which the nature of the 
business demanded. The term of certain re-discounts was 
lengthened and some new types of paper were made eligible 
for discount. Whether these changes in the law will result 
in the relief sought for is still uncertain. 

Unsecured Loans. — A great deal of credit is extended 
without any security being given. Most store credit is of 
this type. Credit is extended upon reputation for honesty 
and prompt payment of bills when due. Farmers receive 
a vast amount of this kind of credit. 

Note Without Indorsement. - - Country banks loan much 
money to farmers on their personal notes and require no in- 
dorsement. Merchants in some localities follow the prac- 
tice of converting acicounts receivable into notes without 
indorsement. This type of credit is really based upon the 
honesty of the borrower. 

Indorsement by Other Parties. — In order to improve 
the quality of the paper, banks often require indorsement 
by other parties. However, loans of this type are of the 
same general character as those made without indorsement. 
They are personal or character loans. 

Secured Loans. — Farmers’ loans are secured as follows: 

1. Mortgage on livestock. 

2. Crop lien. 

3. Warehouse receipt. 

4. Stocks and bonds. 

6. Other ways.* 


* See U. S. D. A. Bulletin No. 1048. 
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The livestock mortgage is the most important type of 
security given by farmers. In the livestock and grain- 
growing states this collateral is of great importance. Live- 
stock loans make up a large share of the business of banks 
in those states where there is much feeding done. This type 
of mortgage is also of importance in those sections of the 
country where few loans are made without security. Con- 
servative loans based on livestock are generally sound. 

Crop Lien. — In the cotton and some grain states, the 
crop lien is a common type of security. A loan secured by 
a growing crop of one of the staples is a safe security, es- 
pecially in a section of the country where crops are rather 
sure and there are good farmers. In those conmmnities 
where farmers are rather shiftless and there is a great annual 
movement of tenants to different farms or communities, 
bankers are compelled to keep a rather close watch on the 
progress of the crop. If the only means with which a note 
may be paid off is the return from a growing crop, it is 
necessary that the banker protect his interests by seeing 
that a good crop results and that the returns from this crop 
be applied to the note. This condition is very bad in some 
sections of the country and makes for a type of agriculture 
and citizenship that is altogether undesirable. 

Warehouse Receipt. — If the farmer is to market his 
produce in an “ orderly ” manner, he must be able to secure 
funds to finance the holding. Many farmers can borrow 
money on their personal notes if the banker knows they have 
their wheat, for example, in the bin at home, and want to 
hold it for a more favorable market. However, this type 
of loan is not the most desirable. Goods in a bonded ware- 
house are good security for a loan. When cotton, for ex- 
ample, is placed in a warehouse and a receipt is issued, the 
farmer may take this warehouse receipt to the bank and use 
it as security for a loan. This is a good t3^e of security 
because the banker knows that the owner of the cotton will 
not sell it without his knowledge. The cotton could not be 
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taken from the warehouse without the receipt. The banker 
holds the receipt until the note is paid. Virtually, then, the 
banker has possession of the cotton. Furthermore, cotton 
in a warehouse is fully protected from weather damage and 
fire. Farm produce warehouse receipts are good seeurity 
for loans and their use should be encouraged. 

Stocks and Bonds. — Farmers in the United States as 
a whole have not reached the point where they invest in 
stocks and bonds to any great extent. Purchases of Govern- 
ment bonds during the war were made in large quantities; 
however, it is no doubt true that most of these have passed 
out of the hands of the farmers long ago. This absence of 
investment outside of their own business is of great signifi- 
cance. When agriculture slumps, the average farmer has 
no other income to tide liim over, as all his wealth is tied up 
in his own enterprise. 

In the New England States, practically all of the secured 
loans to farmers have stocks or bonds back of them. All 
other types of security in this section of the country are 
negligible. In other sections of the country, this kind of 
security is of minor importance, exceeding only warehouse 
receipts as a whole for the country. Farmers of the West 
Central States use stocks and bonds as collateral less than 
those of any other section. 

Improvement of Agricultural Credit. — If agriculture is 
to prosper and expand in accordance with world demand for 
its products, it must be properly financed. This does not 
imply that financing should be on such a basis that it will 
be easy for any farmer to borrow any amount of money. 
The financial machinery of our country must be such as to 
meet the needs of agriculture. There has been much criti- 
cism of what was called the “ deflation of credit,” and the 
restriction of loans during the depression of 1920-21. Farm- 
ers wanted more money to hold their crops. Many of 
those who were trying to save the farmer during this period of 
depression devised numerous schemes for additional agricul- 
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Foum of iSecijiiity Given for Personae and Coldaterad Bank 
Loans to Farmers* 


OeoRmpliic 

Division 


United »States 
New England 
Middle Atlan- 
tic 

East North 
Central . . 
West North 

Central 

South Atlan- 
tic 

East South 

Central 

West South 

Central 

Mountain 

Pacific 


Personal loans 

Per Cent of I^oans Seeurod by 

Note 

with- 

f>Ut 

in 

dorse- 

niont 

Note 
with 
one or 

more 

111- 

clorse- 

menlB 

'Potal 

Mori- 

KaKO 

Riven 

in 

live- 

stoiik 

Crop 

hen 

Ware- 

house 

Re- 

ceipt 

Stocks 

and 

Bonds 

Other 

ways 

Total 

30. 0 

32 0 


18.3 

0.2 

1 4 

■ 

1 9 

32.0 

15.7 

02.0 


1.7 


.3 

18.1 

1.6 

21.7 

19.8 

07.0 

87.4 

1.0 


.2 

9 1 

2.3 

12 6 

40.8 

43.9 

fK) 7 

3.3 

.3 

.1 

4.7 

.9 

9.3 

47 0 

17.3 

04.9 

25.0 

5.7 

.0 

l.S 

2 0 

35.1 

11.4 

57 0 

09.0 

9.2 

7.3 

5.8 

5.8 

2.9 

31.0 

15,9 

45.9 

61.8 

14.1 

10.4 

4.0 

0 4 

3.3 

38.2 

18.5 

20 9 

39.4 

38.0 

17.7 

1 5 

1.7 

1 1 

(50 0 

27.9 

12.2 

40.1 

i 39.6 

12.1 

1.4 

3.5 

3.3 

1 59.9 

49.0 

13.2 

02.2 

15.0 

1 

8.3 

4.5 

7.8 

2 2 

37.8 


‘ Adapted from U. S. I>. A., Bulletin No. 1048, Table 0, p. 21. 


Table Showing Kind of Seotthity Back of “Secured Loans” in the 
Different Sections op the United States* 


I*orr*cu1 siKe by 


Geoeraphic 

Division 

MortguKe 
Riven on 
livestock 

Crop 

lien 

Wuro- 

house 

Receipt 

Stocks 

and 

Bonds 

Other 

ways 

United States 

57.2 

10 4 

4.4 

13.1 

5.9 

New England 

7.8 

.... 

1.4 

83.4 

7.4 

Middle Atlantic . ... 

8.0 


1.6 

72.2 

18.2 

East North Cent ral ... . 

35.5 

3 2 

1.1 

50.5 

9.7 

West North Central 

71.2 

16 2 

1.7 

5.1 

5.8 

South Atlantic 

29 7 

23.0 

18.7 

18 7 

9.3 

East South Central ... 

30 9 

27.2 

10.5 

16.7 

8.7 

West South Central ... . 

63.7 

29.2 

2.5 

2.8 

1.8 

Mountain 

06.1 

20.2 

2.4 

5.8 

5.5 

Pacific 

39.7 

22.0 

11.9 

20.6 

5.8 


‘ Adapted from U. K. D. A., Bulletin No. 1048. Table 6, p. 21. 
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tural credit. It is quite probable that the bad condition in 
which many farmers found themselves was due to too much 
credit rather than not enough. A credit policy is needed 
which will not restrict needed agricultural development nor 
permit an over-expansion. 

Credit conditions arc not good at the present time. 
Agriculture is, in many instances, handicapped in securing 
the needed funds. Improvement will come partly tlirough 
legislation and partly through changes in practices of agri- 
cultural production and marketing. The farmer can do 
many things to improve his credit and make it easier to 
borrow money needed for the conduct of his business. Any- 
thing which tlecreases the amount of risk at tached to a loan 
will make borrowing easier and terms more favorable. 

Better Storage. — Agricultural produce is a good form 
of security for loans. The better the produce, the better it 
is for security. Cotton exposed to weather and fire hazards 
is not as good security as cotton in a good warehouse pro- 
tected by insurance. Wheat in the farmer’s bin has value 
and is good security for a loan at the country bank. All 
the different kinds of farm produce are of value. The pos- 
session of farm products is an aid when asking for credit. 
However, produce on the farm or stored in places unpro- 
tected from weather, fire, or theft, is not real security for 
bankable loans. Local bankers will make loans to farmers 
who have such property, but these loans are more in the 
nature of character loans. The farmer needs to have his 
notes of such a character that they will be acceptable in the 
money markets of the world. Character loans are re- 
stricted in market scope. They must be handled by those 
who know the maker, or by someone who knows someone 
who will vouch for the maker. The market for farmers’ 
paper will be widened when it Ls backed by more dependable 
security. The warehouse receipt is dependable collateral. 
Its use should be encouraged, as it facilitates financing and 
necessarily calls for better storage conditions. Of the value 
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of the warehouse receipt in financing, the United States De- 
partment of Agriculture says: 

“ A well-organized system of cotton warehouses would be 
of the greatest assistance to the farmer, the supply merchant, 
and the local banker in financing the cotton crop, especially 
in tiding over an emergency. There is a serious need for 
warehouses whose receipts would be acceptable as an abso- 
lute guarantee that a certain amount of cotton of a definite 
grade and in marketable condition had been stored with the 
warehouse company. Under such conditions it would be 
very easy for the farmer to store his cotton and offer the 
receipts to his supply merchant as collateral for extending 
the time in which his account must be paid. The merchant 
in turn could surrender these receipts to the local banker 
and extend the time of his loan. The local banker would 
then use these receipts in a similar way to extend the time 
of his loan with the larger institution. In practically every 
instance the large banker would be glad to extend the time 
of payment when these receipts were offered as collateral. 
In many instances the rate of interest would be greatly re- 
duced. This is one of the very important functions of an 
efficient system of warehouses, and the need of such a system 
is extremely urgent.”® 

The farmer can store his produce and hold for a higher 
market if he desires, provided he can finan(!e the under- 
taking. Good storage facilities will improve his credit. 
Bonded warehouse receipts will serve as collateral which 
make the farmer’s loan as good as any on the market. Bet- 
ter storage facilities will improve the credit conditions of 
agriculture. 

Better Grading. — The quality of the product which is 
offered as collateral has an effect on the amount of credit 
which will be extended. The better the product the better 
the credit. Grading improves the quality of produce and 
marketing conditions. Produce which is not graded is not 
a type which is readily accepted as security, mainly because 
an ungraded product has indefinite quality. Fifty bales of 


» U. S. D. A. BuHetm No. 216, p. 6. 
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cotton is not good security; but fifty bales of middlirtg cot- 
ton is good security. When produce can be graded, it can 
be accepted as collateral in any money market. The grade 
is essential to a proper description of the produce and 
makes for improved market financing. 

Better Reputation. — A man who has a reputation for 
honesty and financial responsibility can secure credit. The 
farmer who is known to the car-lot receiver in the city mar- 
ket as a responsible man can draw drafts as soon as his car 
is shipped. The receiver has no hesitancy in pasdng the 
draft when it is presented, because he knows that if there 
are any adjustments necessary the shipper will make the 
proper settlement. There is no risk attached to such a 
transaction. Farmers have not yet established that repu- 
tation for responsibility which is necessary for the securing 
of needed credit on desirable terms. 

The lack of a reputation for honesty and responsibility 
is not due to the fact that farmers are necessarily dishonest 
or unreliable. It is due quite largely to the fact that farmers 
have not as yet established that close relationship necessary 
for securing credit with persons outside their own locality. 
Farm produce is going to distant markets. Crop move- 
ments are widening in their scope. Financing has not kept 
pace with market development. Too much has been ex- 
pected of the local credit machinery. With the necessity 
for securing credit in distant money markets, there has not 
come the change in methods essential to the securing of this 
credit. Farmers need to modify their business and credit 
practices so that their paper and collateral will go into the 
distant money markets and find ready buyers. 

Cooperative Credit. — Cooperative marketing organi- 
zations may assist quite materially in financing the farmer. 
An organization of farmers for marketing purposes, if prop- 
erly managed, can attain a financial standing which will per- 
mit it to secure large amounts of credit in central money 
markets. Some of the large fruit organizations of California 
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and the Pacific Northwest have established a reputation for 
sound business methods and financial stability. These or- 
ganizations can advance money to farmers upon delivery of 
produce. Such an organization takes the place of the local 
buyer in financing agricultural marketing. Since these or- 
ganizations are cooperative in character, they are also of 
advantage to the farmer, in that the benefits of “ orderly ” 
marketing are secured by the farmer members rather than 
retained by the local shipper. To what extent agriculture 
can develop cooperative associations to market and finance 
its crops is not known, as this method has not fully proved 
itself for the country as a whole. 

Cooperative societies for credit purposes have had suc- 
cess in European countries, but thus far have not developed 
in this country to any great extent. The principle is sound, 
in that paper backed by an agricultural community as a 
whole is more desirable than that which is dependent for 
payment upon one individual. Through such cooperative 
societies, the resources and other credit prerequisites of a 
community are combined and thereby develop greater 
strength. 

Long-time Market Finance. — The dividing line be- 
tween marketing and production is very difficult to discover 
under some conditions. Credit is needed to acquire the 
facilities for production. Orchards must be planted, bams 
built, machinery bought, and fertilizer and seed secured. 
These are expenses of production. Quite as important are 
machines for grading, equipment for packing, and ware- 
houses for storage. Storage is not considered a productive 
process, but one of marketing. The farmer needs capital 
for financing the building of proper warehouses. Credit for 
this purpose must be long-time credit, as is that for the pro- 
duction of crops and livestock products. It is quite difficult 
to draw any distinction between the nature of the credit 
requirements of production and of storage for market. 

If produce is to be properly stored in warehouses which 
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will really protect it, funds must be obtainable. If the 
produce is not to be dumped on the market at hai^'est, but 
“ fed ” in accordance with market demands, it is essential 
that these facilities for holding be available. The ware- 
house is one of the great essential requirements of an efficient 
market system. The financing of warehouse construction 
must of necessity be on a long-time basis. In the fruit in- 
dustry, pre-cooling equipment is necessary for efficient mar- 
keting. This equipment is expensive and large amounts of 
capital are necessary to provide it. There is the tendency, 
because of size of the undertakings, for farmers to secure 
certain types of warehouse equipment and pre-cooling facil- 
ities on a cooperative basis. 

Summary. — The credit needs of agriculture are different 
from those of commerce and require different machinery. 
Banking practices will change to bring about better facilities 
as the importance of this branch of credit increases. Leg- 
islation will do much to improve these facilities by changing 
banking laws and regulations. Farmers will greatly increase 
their credit by improvement in business practices, (iloser re- 
lationships with those in commenjc, establishment of their 
financial responsibility, and cooperation with their neigh- 
bors. 



CHAPTER IX 


CARE IN PRODUCING, HANDLING AND 
PREPARING FOR MARKET 

An idea which should be instilled into the minds of the 
farmers and all who handle produce is that goods properly 
produced and prepared for market are more than half sold. 
An understanding of this truth, and action in accordance 
with it, will bring about great improvement in market con- 
ditions. Manufacturers, especially in periods of intense 
competition, know well the importance of quality and what 
is indefinitely termed “ value.” The far-sighted manufac- 
turer plans on the continuance of the enterprise long after 
the lifetime of those now connected with the business. 
Slip-shod methods and “ shoddy ” goods do not make for 
permanence. Dependability of merchandise and service arc 
factors which return profits and success. Business concerns 
which have behind them a history of long service, reputa- 
tion and equitable financial success are those whose directors 
early realized the importance of “ quality goods.” 

Most manufactured goods can be branded in such a man- 
ner that the identity of each particular item is maintained 
throughout the market process, and in many instances 
throughout the life of the article. It is quite essential, then, 
that reputation for quality be given due consideration. 

Most agricultural products lose their identity as soon as 
they leave the grower’s hands and go into the market chan- 
nels on their journey to the consumer. Responsibility for 
quality is difficult to locate. The individual farmer appar- 
ently does not suffer because of poor quality. However, he 
does pay a severe penalty because the reputation of agri- 
cultural products cannot be established; and, what is more 
important, since the quality of produce is low, he must suf- 
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Fig. 20. — If these potatoes had been left on the farm they would have made 
good hog feed. In this city market they cause exi)ense. (Courtesy 
Bureau of Agricultural Economics, U. S. D. A.) 


Since the placing of quality goods in the hands of the 
consumer is the goal, it is imperative that due consideration 
be given to (1) those things which are necessary for the pro- 
duction of quality goods; and (2) those things which are 
necessary in order that these quality goods may reach the 
consumer without deterioration. 

There are many factors to keep in mind when considering 
the original quality of the product. These are problems of 
production,” but since quality has such a direct influence 
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on marketing, due consideration must be given them by the 
market student. Proper care and attention must be given 
hvestock during the growing and fattening periods if meat 
products are to have the texture, flavor, and other qualities 
desired by the consumer. The husbandman should realize 
that he is producing things for a consumer. There should 
be a realization of what the consumer wants and just how 
he wants it. When a producer knows the demands of his 
market and is able to meet them in the right manner, suc- 
cess is assured. The production specialist should instruct 
in the manner of procedure and practices necessary to as- 
sure the kind of product which demand dictates. 

To insure a correct growth and prevention of insect pests 
and diseases, fruits and vegetables must be properly culti- 
vated, pruned, sprayed, and otherwnse attended. Care in 
production leading to a good quality product is the first pre- 
requisite of good marketing conditions. This is a factor 
over which the farmer has some control. Quality is the 
result of care, except in so far as weather conditions defeat 
man’s precaution. However, the better the care the better 
the product. There is, on the other hand, a limit to the 
extent to which care and attention is profitable. 

After Nature, assisted by man, has yielded a good qual- 
ity product, the exercise of care should be continued very 
diligently. The crop must be harvested at the proper stage 
of maturity to insure flavor and keeping quality. Methods 
of harvest must be such that the produce is not bruised or 
injured. A great part of the deterioration of fruits and 
vegetables is due to lack of care in handling. 

The causes of deterioration on 3676 cars of fruits and 
vegetables inspected by the Federal authorities in New York 
City, during the years 1920 and 1921, indicate that a great 
part of the loss was due to lack of proper care. The table 
given below shows the number of cars inspected and the 
causes for the defects which were shown. 

This analysis is not one of a quantitative nature, but 
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rather one determining the causes for losses. In some in- 
stances the amount of loss was very slight, from 2 to 5 per 
cent. In other instances the amount of damaged produce 
ran over 50 per cent. The significant point here is that 
damage to fruits and vegetables actually inspected was due, 
in the opinion of the inspectors, to the causes listed. 



\ urn her 

Per Cent 

Total cars inspected 1920-1921 

4503 

100 

Cars showing; no defect H ... 

887 

19.4 

Cars showing defects ... 

Total number of defects or causes of deterioration 

3670 

80 0 

shown on insfiecfion certificates. . . . 

0042 

100 

Def ec t s c a i ised by i nsec Is 

540 

8 2 

Defects caused by disease. 

3930 

59 2 

Defects caused by mechanical injury 

849 

12.8 

Defects caused by too high or too low temperature 

784 

11.8 

Defects due to other causes 

533 

8 


It will bo readily seen that the majority of the causes of 
damage arc, for the most part, capable of control by man, 
if not of entire control, then at least of a certain reduction. 
The high percentage of disease — molds, decays, rots — is 
due, without a doubt, to the fact that mechanical injury, 
freezing and insect stings allowed the disease to .start. In 
the case of potatoes there were many cases of soft slimy rot, 
due in many instances to freezing. If a history of each 
particular shipment of produce could be obtained from the 
time of harvest until it reached the consumer’s door, it 
would no doubt reveal the fact that a large portion of the 
loss was caused by mechanical injuries and the excesses of 
climate. 

Fruits and vegetables must at times be overhauled dur- 
ing the market process. This results in the addition of an 
extra expense to the market burden, as w’ell as the loss of 
the produce which must be thrown away as being unfit for 
use. Figures given above show that deterioration is the 
result of factors which may be decreased, if not entirely elim- 
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inated, provided proper precautions are taken. Insect and 
disease injury is coming more nearly imder control through 
the development of science. Temperature damage is, to a 
large extent, due to lack of attention in heating or cooling 
cars. A great loss, which has never been measured, occurs 
because warehouses, piers, and storerooms are not kept at 



Fici. 21. — Improper packing; and weak packages increase the risks of market- 
ing. (Courtesy Bureau of Agricultural Economics, U. S. D. A.) 


the proper temperature. Fruits, vegetables, and dairy 
products are often damaged because they are exposed to 
unfavorable temperatures while being transported to the 
local market. 

There are many cases of improper methods in connection 
with the performance of the services of packing, transporting 
storing, and physical handling of the produce. Goods are 
improperly packed or loaded into the wagon, truck, or car. 
Boxes and crates are permitted to fall and become broken. 
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Bags are torn when handled with hooks. A product, such 
as butter, is shipped or stored with goods from which it 
absorbs an offensive taste. Very perishable goods are not 
rushed to the market before deterioration sets in. Consid- 
eration of quality should always be present in the mind of 
those who are performing any of the market services. 

Cleaning is one of the necessary services of the grain 
trade, for the reason that good quality grain must be free 
from dirt, weed seed, other grains, and all other foreign 
materials. It is probably impractical to take the precau- 
tion necessary to eliminate ail undesirable materials and 
seeds in a lot of wheat. On the other hand, this evil can be 
greatly reduced. Cleaning of seed and eradication of weeds 
in the fields will tend to keep at a minimum the amount of 
weed seed and foreign grains. This is a simple matter and 
one which everyone appreciates; however, sufficient pre- 
caution is not taken for the reason that a clear concept of 
the effect of neglect is not obtained. 

A farmer might take all the precautions of weed eradi- 
cation, careful preparation of seed bed, selection of good 
quality of seed of the proper variety, thoroughly cleaned 
and free from disease, and use care in harvesting so that the 
grain is put into the shock in good shape. At this point 
neglect might enter. The wheat might be permitted to 
stand out in the sun and rain and become bleached and 
sprouted. When this grain is finally put on the market, 
instead of having the fine qualiti&s present when harvested, 
it would be of an inferior grade and the efforts made in the 
earlier stages would be entirely offset. 

“ Of the winter-wheat acreage 44.3 per cent and of the 
spring-wheat acreage 94.7 per cent, or a total of 29,876,000 
acres, were grown each year in the Great Plains area, where 
much of the wheat stood in the shock exposed to unfavor- 
able weather for a considerable time while awaiting the 
thrasher. 

" The result of this exposure in the shock to the effects 
of rain and sun are a bleaching in color, an increase in mois- 
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turc content, and a decrease in test weight per measured 
bushel. Continued exposure brings about sprouting and 
molding in the shock.”* 

The same precautions in the production of cotton might 
likewise be followed, and after ginning, the bales might be 
dumped on the ground in an open-air cotton yard. Cotton 
deteriorates when exposed to the weather. There is an 
enormous waste each year because of such neglect. Fruits, 
vegetables, dairy products, eggs, meat, and other products 
flow into the market and a portion of them show evidence 
of deterioration because somewhere along the line proper 
care has not been exercised. 

Slip-shod methods and lack of care cause wastes — real 
economic wastes. There is an expenditure of effort for 
which an adequate return is not received. The importance 
of such things must be impressed upon the minds of all those 
who have anything to do with the processes of production 
and marketing. Good quality products are desired. Prac- 
tices should be such that good quality results and is main- 
tained. Those who are familiar with the marketing and 
handling of produce realize the importance of proper care 
along the line from the field to the consumer’s kitchen door 
— and even through the kitchen. Every effort of man 
should result in a utility commensurate with the effort ex- 
pended. The slack and wasted effort in our economic life 
should be removed. Waste is expensive and someone must 
bear the burden. 

Railroads, express companies, the United States De- 
partment of Agriculture, business concerns, trade and other 
associations are realizing the importance of this factor of 
waste and are making efforts to have it reduced. “ Right 
Way,” “ Waste Prevention,” “ Careful Handling,” and other 
campaigns are being inaugurated. Such efforts are worth 
while and are bringing results. They should be extended 
in every field of activity, and especially in agriculture. 

1 Bureau of Plant Industry, U. S. D. A., Circular No. 68. 
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Investigations Made by the United States Department 
of Agriculture. - For several years the United States De- 
partment of Agriculture has been conducting investigations 
of methods of handling the different food products. Below 
are given extracts setting forth conclusions drawn from 
these studies. 

Investigations in the handling and shipping of fresh 
cherries and prunes brought forth facts which were reported 
as follows: 

“ The shipment of cherries in a fresh state for long dis- 
tan(!es has been more or less unsuccessful, owing to the de- 
velopment of a large amount of decay and deterioration in 
transit and on the market. This (lecay is due to fungi 
which gain entrance to and attack the fruit through mechan- 
ical abrasions mad(' in handling, to sfditting due to rainy 
weather at harvesting time, or to brown-rot, which infects 
the fruit in the orchard. 


CAREFULLY HANDLED COMMERCIALLY HANDLED 

Per Cent Decay 

20 16 10 5 0 0 0 

Per Cent Decay 

10 16 20 26 30 36 40 

*~j • J ' ^ 1 Five Days In Iced Car ) ' 

1 0,6 On Withdrawal 2 b ■ 
ra 3.5 Two Days Later 10 S ir.’n,!!:T::!T 

Ten Days in Iced Car 

— 1 1 1 1 1 1 r 

223 

|1.5 On Withdrawal 12.3 ■■■ 

■i 

irm 3.6 Two Days Later 21.4 l.’iT/:.!::!;.!! 

Fifteen Days in Iced Car 


m 4 3 On Withdrawal lo.O ■■■■ 


F)7IT!il!!'!l 7-3 Two Days Later 26 1 1 



I'Ki. 22. — illustrating; the percentiipes of decay in carefully and 

coinniercially handled cherries. Salem, Oregon, 1911. (U. S. D. A. 

Bulletin No.* 331.) 


“ The results of these investigations demonstrate conclu- 
sively that the losses due to mold fungi gaining entrance 
through mechanical abrasions and injuries can be largely 
prevented by the exercise of proper care in picking, hauling, 
and packing, and in the careful grading out of all injured, 
stemless, and cracked fruit. 

“ Precaution should be taken not to bruise the fruit in the 
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hand when picking, when transferring it to the picking pail 
or bucket, or when emptying it from the picking receptacle 
into the field box. 

“ During the time the fruit is held in the orchard after 
picking, it should be kept in the shade. The wagons for 
hauling should be provided with good springs and the load 
covered with canvas, in order to protect the fruit from the 
sun and dirt. 

“At the time of packing, the fruit should be carefully 
graded, so as to eliminate all stemless and cracked or split 
fruit. All cracked and stcmless fruits included in the pack- 
ing boxes are almost certain to decay, either from mold 
fungi or brown-rot. 

“ If the fruit is packed in the ordinary 10 pound boxes, the 
greatest care must be exercised in putting in facing layers to 
prevent the bruising, injury, or breaking down of the in- 
ternal structure of the fruit.”* 

Careful handling experiments were carried on in connec- 
tion with this investigation and the results are set forth in 
the diagrams opposite. 

Extracts from the summary of the Prune Investigation: 

“ As with cherries, success in fresh-prune shipping is de- 
pendent upon the elimination of the decay occurring in 
transit and after arrival on the market, this decay being due 
either to mechanical abrasions or injuries in handling or to 
brown-rot with which the fruit has become infected before 
being removed from the trees. 

“ The results both commercial and experimental, indicate 
that unless a radical improvement is made in the method of 
handling as well as in orchard-sanitation practices, entire 
dependence will have to continue to be placed on evapora- 
tion for the disposal of this crop. Prunes can be picked, 
hauled and packed with comparatively little injury and re- 
sultant decay, provided the utmost care in picking is exer- 
cised to avoid bruising the fruit in placing it in the pail, in 
transferring it to the orchard box, and in hauling it to the 
packing house. 

“ In transferring the fruit to the field box the utmost care 
should be taken to prevent dropping or violent rolling, both 


• U. S. D. A. BuUetm No. 381. 
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ORCHARDS 

ORCHARDS 

PRACTICALLY FREE 

BADLY AFFECTED 

FROM BROWN-ROT 

WITH BROWN-ROT 

Per Cent Decay 

Per Cent Decay 

30 26 20 16 10 6 

0 0 6 10 16 20 26 30 36 

1 ' 1 « 1 ^ 

— 1 On Withdrawal \ i | ’ ' | ■ | r* 

0.0 Ten Days in Car 1.0 | 

1 0.1 Fifteen Days in Car 2.7 |2J|]| 

Four Days after Withdrawal 

1 0.3 Ten Days in Car 6.2 

1 0.8 Fifteen Days in Car 9.4 nilHilllT 

Seven Days after Withdrawal 
|0.9 Ten Days in Car 

m 2-8 Fifteen Days in Car 16.8 rili;i!lllll!ll'li:i!ll!'lllllll 


I’lii. 28. — Diagrani illuht rating tho porccntagcs of decay in four series of 
prunes from orchards showing little or no brown-rot and comparable 
series from orchards })adly affected with brown-rot, Salem, Oregon, 1913. 
(IT. S. D. A. Bulletin No. 331.) 


CAREFULLY HANDLED 

Per Cent Decay 
20 16 10 6 0 
— I — ' — r- 


COMMERCIALLY HANDLED 


Per Cent Decay 

0 6 10 15 20 2S 30 36 

1 Ten Days In Iced Car i ' | ~ • i ' I 


I 0.7 On Withdrawal 3 5 
H 2.1 Six Days Later 8.7 
Fifteen Days in Iced Car 
|o! 4 On Withdrawal 7.1 | 
HTnnn 3.7 Six Days Later 16.6 | 
Twenty Days in Iced Car 
a 2.7 On Withdrawal eTl 
rmfiniliH 6.9 six Days Later 27.3 | 


Fia. 24. — Diagram illustrating the percentages of decay in carefully and 
commercially handled prunes, Salem, Oregon, 1911. (IJ. S. D. A. Bulletin 
No. 331.) 


Author's Note. — (In this bulletin ‘‘careful handling" is explained by 
describing the methods used in picking and packing the experimental lots. 
Practically all the ordinary equipment common in commercial practice was 
used. The reader is referred to pages 7, 8 and 9 of this bulletin for a full 
explanation of the procedure followed. Reference is also made to U. S. D. A. 
Bulletin No. 274, which deals with shipment of red raspberries.) 
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with a view to preventing injury and bruising and to pre- 
serving the bloom. 

“ The fruit should be kept in the shade while in the orchard 
and hauled to the packing house on wagons provided with 
good springs, 

“ The load should be protected from the sun and dust by 
a canvas or other cover. 

“ In packing, the utmost care should be exercised in cull- 
ing out all imperfect or cracked fruit, as the inclusion of one 
or a few such fruits in a crate tends to spoil the whole crate 
and depreciates the value of the entire shipment. 

“ Where possible, it is de.sirable to pack and grade directly 
from the lug box, in order to prevent the injury incident to 
pouring the fruit out on a packing table or into a bin.”* 
“ Many growers realize, at least to some extent, the im- 
portance of and necessity of careful handling, but often 
times have no clear idea of what careful handling means or 
the seriousness of the slightest injury to the fruit. The elim- 
ination of losses due to blue-mold decay is not a matter of 
attention to one or a few details of the handling problem, 
but of exercising the utmost care consistent with commer- 
cial work in all operations of picking, hauling, washing, 
drying and packing, to prevent injuries, however slight. It 
necessitates thorough organization of labor and the most 
careful inspection of work, both in the field and at the 
packing house. With a view to more clearly emphasizing 
what constitutes careful handling praetkie, the various har- 
vesting operations will be discussed separately. The rec- 
ommendations and directions given are based not only on 
extensive investigational work, but on results of the most 
successful commercial practice in the practical handling of 
citrus fruits for shipment. The most common cases of in- 
jury are rough, careless handling by the workers; pcK)r ar- 
rangement of machinery; undesirable types of washing 
machinery or machines carelessly operated; badly con- 
structed drying racks or inefficient driers, steep gravity in- 
clines or drops; scratches by finger nails in grading and pack- 
ing; and lack of proper care in packing, nailing, and loading, 
either in handling fruits, individually or in the packing box. 
The washing of fruit in dirty, infected water and alow or but 
partial drying serve to infect with the blue-mold fungus 

* U. S. D. A. Bulletin No, 831. 
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every scratch or injury made either in the field or packing 
house and to provide ideal conditions for its germination and 
growth. 

“ Unless the fruit is properly handled in the field at the 
time of picking, the care exercised in the handling of the 
fruit in the packing house and the provision of machinery 
and equipment especially designed to handle the fruit both 
economically and carefully arc largely wasted. The inju- 
rious results of bad field handling cannot be counteracted or 
atoned for by providing either the best equipment in the 
packing house or by exercising the greatest care in packing- 
house handling. 

The amount of injury made in picking depends primarily 
on the picker and the equipment proWded. In order to se- 
cure the desired results, the pickers must have a proper ap- 
l)reciation of and know what careful handling means and be 
supplied with the best tools and equipment obtainable, 
(liven, however, the best of equipment, the care exercised 
by each picker in all the different operations of picking is the 
big determining factor. A careless workman will do poor 
work no matter what his equipment. Care in handling the 
fniit both in the field and packing-house is oftentimes 
largely nullified by careless, rough handling in hauling and 
unloading.”* 

“ Success in the marketing of strawberries is dependent 
to a largo extent upon the proper picking, grading and pack- 
ing of the fruit. Strawberries of a dependable grade and 
pack inspire in the trade a confidence which is reflected in a 
greater demand and higher prices for the product. The 
best marketing facilities, however, cannot overcome the 
handicap of indifferent handUng methods, and good prices 
ordinarily are not obtained for an inferior product. Con- 
fusion, dissatisfaction and lack of stability in the markets 
are caused, in a large degree, by carelessness in preparing 
the fruit for market. 

“ The best of market facilities cannot overcome the 
handicap of inefficient picking, grading, and packing meth- 
ods. The unsatisfactory condition and grade of straw- 
berries frequently found on the markets indicates a great 
need for standardization and better handling methods. 

“ Long exposure to sun, rain or dust, either in the field, 


* Famers’ Bulletin No. 696. 
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at the packing shed, or while being hauled to the loading 
station, will injure the picked strawberries. 

“ Boxes should contain a uniform grade of berries and be 
filled so that they are neither slack or so full that the berries 
are likely to be crushed. It is advisable to place the fruit 
under refrigeration as soon as possible after it is picked.* 
Care should be exercised in the production of eggs that they 
will be of as good quality as possible. The hens should be 
provided with proper quarters and fed on clean, wholesome 
feed. The production of non-fertile eggs reduces losses ma- 
terially. After gathering, the eggs should be kept carefully 
in the coolest and best ventilated place available.”* 

Activities of Commercial Concerns and Public Carriers 
to Reduce Loss Through Better and More Careful Handling 
Methods. — The Frisco Railway handles large quantities of 
apples grown in the Ozark region and has made an effort to 
improve the market conditions of this section by giving in- 
structions to the growers. In one bulletin the following 
principles of apple harvesting are given: 

“1. It is usually most profitable to handle all low-grade 
apples locally, by crushing for cider or vinegar; by canning 
and drying; or by selling for local consumption. 

“2. In picking, grading, packing and hauling apples for 
shipment, remember that bruises at harvest time generally 
mean rotten spots later. 

“ 3. All apples should be carefully hand-picked, except 
cider vinegar stock. 

“ 4. Apples for shipment in bulk should, in most cases, 
be handled as carefully as apples for barreling. 

“ 5. It usually means a loss to barrel and store low- 
grade apples, unless you have an early market for this 
class of goods. There is always some kind of a market for 
low-grade apples, if the grower will exert every effort to 
find it. 

“ 6. Let all apples intended for cold storage hang until 
mature. This does not mean to wait until the apples have 
ripened and begun to fall. 


* Farmers’ Bulletin No. 979. 

• Farmers’ Bulletin No. 830. 
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“ 7. Prevent bruises in every way possible during apple 
harvesting. A few badly bruised apples will often ruin the 
sale of a box, a barrel or a carload.”’^ 

That damage to livestock during the market process is 
of great significance is evidenced by the attention which has 
been given to it by the In- 
stitute of American Meat 
Packers. Concerning this 
they report as follows : 

“ It is a costly mistake 
to believe that a particular 
loss on livestock falls on a 
single branch of the in- 
dustry. Injured animals or 
damaged carcasses mean 
wasted meat, and in any 
business the penalty for 
waste is shared by every 
participant in the industry. 

“ But wasted meat or 
misused meat lowers the 
value of the dressed carcass, 
and thereby indirectly 
lowers the value of livc*- 
stock. The prices which 
can be paid for livestock 
are limited in the long run 
by the amount of money 
which can be obtained for 
meat. The total receipts from a bruised, crippled or muti- 
lated animal arc less than the receipts from a prime speci- 
men. If the steer raised by one producer is mishandled, 
the loss falls not only on him but also on all other pro- 
ducers. 

“ In the long run a loss which represents waste is the 
misfortune of every man in any phase of the livestock or 
meat business — and of the public. 

“ Avoidable losses on livestock in this country aggregate 

' Harvesting Ozark apples. St. Louia-San Francisco Railway Company 
Department of Development. 



25. — The freight hill on thih ear 
loud of “ produce ’’ was just iis much 
as if it hud l)eeu fit for consumption. 
Someone must pay for liauling it to 
(he dum]> hcaj). (Courtesy Bureau 
of .Vgrieullural Economies, U. S. D. A.) 
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thousands of dollars daily and millions of doUare yearly. 
They also cause a preventable reduction of the nation’s food 
supply. A great part of 
these losses can be elimi- 
nated. 

“ The gravity of the 
situation is easily over- 
looked when one con- 
siders merely an individ- 
ual case of I 0 S.S. For ex- 
ample, the loss of oiK*- 
half pound of meat be- 
cause of a bruise in a 
single hog does not seem 
significant. Yet the di- 
rect loss on this account, 
last year (1919) is esti- 
mated at $3,508,880 and 
the loss of meat is cal- 
culated to be equivalent 
to 8,295 hogs, recjuiring 
for their feed 1,605,900 
bushels of com and for 
their shipment 575 cars. 

“In these days of high 
cost of living surely it is 
worth while to correct 
conditions of this sort. 

One animal dead on ac- 
count of transit delays 
will not constrict the na- 

tion’s meat supply, A 

Fio. 26. —Afiarcaas single stecr trampled in 27. — A hog 

ofahogwhichha.s an overloaded car, a 

not been bruised, vniino- norkpr siififorafpd cuts made by lash 
fCourttw Insti- ^ PorKer sunocatea ^ iUustmted in 

SrofLericL by ^oma fumes from 28. (Cour- 

Meat Packers.) faulty bedding, a cn^ tesy InKtitutc of 

pled calf or a nail-gasned American Meat 


Fig. 27. — A hog 
carcass showing 
cuts made by lash 
as illustrated in 
Fig. 28. (Cour- 
tesy Institute of 
American Meat 


hog will not impoverish the packers or Packers.) 
bankrupt the producers or raise materially 
the price of consumer’s meat, but all of these losses are 
multiplied over and over day by day and year by year. 
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“ Those who earn money by raising, feeding, shipping, 
selling or dressing meat animals clearly face the duty of 
ascertaining systematically the cause of sucdi losses and of 
correcting conditions where possible/’® 

During 1919 the members of the Institute of American 
Meat Packers kept a record showing the actual loss on ac- 
count of bruised meat for one week. The results of this 
are shown in the following table: 


Hogs killed at 37 markets, during one week 229,606 

Total loss of moat per hog i pound 

Total loss meat {17 markets, during one week 114,803 lbs. 

Average live weight hogs killed at (^hicago 238 lbs. 

Average live eost h<»gs killed at Chicago $15.00 

Average dressed eost hogs killed at Chicago 20 00 

Total loss account bruises $23,860 (K) 

Loss of meat ecpiivalcnt to 501 hogs 

Loss of meat also (‘(piivalent to 5 cars 

Com required to raise lost hogs 11,930 l)u. 


An estimate of loss due to bruises for the year 1919 was 
made as follows: 


Hogs killed at 53 markets 1919 30,512 000 

Estimated loss meat per hog J pound 

Total loss m('at 53 markets 15,256,000 

Average live weight hogs killed at Chicago 190 lbs. 

Average live eost hogs killed at Chicago $17 85 

Average dressed exist hogs killed at Chicago 23 00 

Total loss account bruises $3,508,880 00 

Loss of meat is equivalent to 80,295 hogs 

Loss of meat also equivalent to 575 cars 

Com required to raise lost hogs 1,605,900 bu. 


“ The figures given in the tw'o tables above represent 
only the amount of money lost on account of bruised meat 
removed and sent to the tank to be rendered into an in- 
edible product. It does not include the vast additional loss 
on cuts from which the bruised meat has been removed and 
which have been reduced in grade as a consequence. 

“ There are many causes of bruises which cannot be 

' Livestock Losses and How to Reduce Them. Institute of American 
Meat Packers. 
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eliminated. Animals fall down on sleet and ice, and some- 
times even in warm weather. 



Some animals are kicked and 
others are injured in loading 
and unloading and in over- 
crowded cars. Bruises are 
also caused by heavy clubs, 
prod poles bearing spikes, 
by kicks from the driver’s 
foot and sometimes even by 
the prongs of i)itchforks. 
Abuse and mistreatment may 
occur on the farm, in pens or 
elsewhere. When the ani- 
mal is dressed, the evidence* 
of abuse is disclosed and 
means waste of meat and 
loss of money all along the 
line.”* 

Conferences held by the 
Institute revealed the prin- 
cipal sources of losses to be : 

1. Bruises and other in- 

juries due to mis- 
treatment. 

2. Delays in shipment or 

in transit. 

3. Losses due to faulty 



Fig. 28. — This 
kind of a whip 
injures the car- 
cass. (See re- 
sults in Fig. 
27.) (Courtesy 
Institute of 
American Meat 
Packers.) 


equipment. 

4. Losses due to im- 

proper bedding of 
cars. 

5. Losses due to heavy 

loading. 

6. Failure to water dur- 

ing transit. 


Ficj. 29. — This 
kind of a strap 
is just as effect- 
ive ui driving 
hogs and re- 
sults in no in- 
jury. (Cour- 
tesy Institute 
of American 
Meat Packers.) 


• Livestock Losses and How to Reduce Them. Institute of American 
Meat Packers. 
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7. Improper drenching or sprinkling or failure to do 
same. 

The following “ DONT’S ” are summarized by the In- 
stitute of American Meat Packers from a discussion at a 
conferenc<i held in Chicago 
on ways and means of re- 
ducing livestock losses: 

DON’T permit cinders, 
rock dust, coal slack and 
similar materials to be used 
for bedding for your live- 
stock. 

DON’T try to save 
money by overloading a car. 

Overloading means crippled, 
trampled, suffocated and 
dead animals. 

DON’T trust to luck that 
the railroad has removed 
protruding nails from the car 
furnished to you and DON’T 
assume that the door fasten- 
ings, floor patchings, etc., are 
in an acceptable condition. 

Fid. 30. — This DON’T let drivers hurry 
kind of a prod your hogs down or up steep 
pole injures moat, chutes. 

(Sen Fig. 32.) DON’T try to save time 
(Courtesy insti- driving hogs to death in 
hot weather. 

DON’T throw cold water 
on the back of an over- 
heated hog. Throw a fine spray on his belly or sprinkle 
the floor of the car or pen. 

DON’T load hogs in cars when they arc hot or panting. 
It means death from suffocation. 

DON’T forget that the bruised and crippled hog bruises 
and cripples the shipper’s credit balance. 

DON’T fail to complain if pens are paved with mud or 
if chutes are dangerously steep. 


Y 


tute of Amer- 
ican Meat Pack- 
ers.) 


Fk;. 'M. — This 
prod gets the 
hog along as well 
and causes no 
meat loss. ((Cour- 
tesy Instdute of 
American Meat 
Packers.) 
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DON’T re-load cripples found when stock is fed or 
watered in transit. 

Some idea of the magnitude of the problem of crippled 
and dead animals received at the market is obtained from 
the report of Western Weighing and Inspection given below: 


luspectiun 

Point 

Curs received 

C'lirs forwarded 

No. Crippled and dead 

Your 

1919 

Mav 

mu 

Year 

1919 

May 

1920 

^'eiir 

1919 

May 

1920 

Chicago ... 

296,082 

22,632 

24,431 

813 

62,792 

3,410 

E. St. Louis.. 

110,960 

7,309 

33,357 

1,562 

29..‘100 

2,377 

Kansas City 

159,748 

10,242 

56,886 

2,595 

19,307 

1,265 

St. Joseph . . 

59,090 

4,774 

12,989 

1,234 

7,106 

830 

Oklahoma Ct. . 

22,338 

1,700 

5,655 

3(>4 

1,825 

187 

Wichita 

13,199 

l,(Xi9 

5,367 

340 

916 

109 

So. Omaha. . . . 

135,771 

8,S(r) 

47,108 

2,498 

17,693 

1,303 

Sioux City . . . 

68,421 

5,491 

28,598 

2,169 

10,685 

092 

So. St. Paul . 

80,891 

5,070 

44,101 

1,269 

11,868 

mm 

Denver. 

38,918 

3,340 

26,544 

2,531 

2,841 

Wmm 

No. Ft. Worth 

46,057 

5,148 

20,502 

2,955 

5,29() 

mm 


1,032,081 

75,581 

i 

305,538 

18,330 

169,629 

12,268* 


* Livestock Ialskos aiul How to Reduce Them. Institute of American Meiit Packers. 


In order to present in a popular way the magnitude of 
losses from improper handling of livestock, The Institute of 
American Meat Packers offers a little lesson in arithmetic: 

BLACK AND BLUE ARITHMETIC 

10,089.984 = Cattle slaughtered under Federal Inspection 
in 1919. 

29% = Average percentage of bruised cattle reported 
by members of the Institute. 

2,926,095 = Estimated number of bruised cattle among 
those slaughtered under Federal Inspection. 

1.27 = Average number of pounds per head removed 
on account of bruises to cattle slaughtered 
under Federal Inspection. 
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3,716,141 = Estimated number of pounds of meat removed 
on account of bruises to cattle slaughtered 
under Federal Inspection. 

59 = Per Capita consumption of beef in the U. S. 

3,716,141 4- 59 = 62,985 = Number of year the lost beef 
would supply one person at normal rate of 
consumption. 

I 

This would bo a normal supply for 63,000 persons for 
365 days. Is it worth saving? 

And this is only one phase of losses on livestock — losses, 
which less in part at least, are avoidable.’® 

The campaign which the Institute of American Meat 
Packers has inaugurated is worthy of the support of every- 
one who is really interested in improving the economic well- 
being of the country. The problem of conservation of effort 
and economic goods is one of paramount importance — of 
just as much importance as that of econonneal production 
methods. Efforts put forth by such a body of business men 
is evidence of a realization of the magnitude of the problem 
and the possibility of elimination of a part, of the loss by 
following certain simple practices. 

Figures published by this organization arc indicative of 
the existence of the problem in one field only. If the other 
organizations could gather facts for their lines of trade and 
all losses be totaled, the grand total loss would no doubt be 
enormous. The outstanding fact in this connection is not 
that the losses are so enormous, but that such a great pro- 
portion of them are due to causes which can be eliminated 
without undue effort. A little more care in doing the tasks 
of everyday work will cause a great sa\nng. 

Some practices which could eliminate losses would be, 
without a doubt, too expensive. The practices would not 
be economical. Many of them, however, especially in con- 

Livestock Losses and How to Reduce Them. Institute of American 
Meat Packers. 
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nection with livestock, are very inexpensive and to a large 
extent are nothing more than following simple rules of hu- 
mane treatment. The indiscriminate use of whips, clubs 
or prod poles cause losses which are never apparent until 
the anhnal is finally butchered. The following illustrations 
clearly indicate the nature of such wastes. 



Fig. 32. — The results of the shar|> prod pole and bruises from wliips are 
shown in these illustrations. (Courtesy Institute of American Meat 
Packers.) 


The American Railway Express Company early in 1919 
became impressed with the vast amount of loss of food prod- 
ucts during transportation and the ever-increasing amount 
of money which it was compelled to pay out on claims. An 
active campaign was inaugurated which came to be known 
as the “ Right Way Plan.” 

The purpose of this campaign was to inform the public 
and the express company employees of the magnitude of 
the loss, its causes, and the methods which could be profit- 
ably followed to effect a reduction. Pamphlets, circulars, 
and placards were used to illustrate the right and wrong 
ways of doing things. Demonstrations of the proper man- 
ner of packing, marking, and loading goods in cars were 
conducted. Some of the points which were stressed seem 
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SO simple and self-evident that it appears almost a waste of 
time to call attention to them; however, the simple and 
commonplace precautions are the ones which are so often 
neglected. It is self-evident that a package cannot be de- 
livered by a carrier unless it is properly addressed in such a 
manner that the address is legible and will remain on the 
package until delivery can be effected. However, a part of 
the loss each year is due to faulty marking. The campaign 



in this instance has becui a success. It has not only effected 
a reduction in the amount of claims paid by the express com- 
pany but it has also saved food products — an item which is 
of vast import to society. During the year 1920, the express 
company paid out on loss and damage claims approximately 
$5,635,000. Partly as a result of the campaign which was 
conducted, the 1921 payments wrere reduced to $2,250,000, 
a reduction of more than 50 per cent. 

Some of the Express Companies DON’TS: 

1. Don’t use poor, flimsy boxes, crates or baskets. 

2. Don’t fail to mark the nature of PERISHABLE 
goods on the outside of the package. 
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3. Don’t ship meat or poultry products without pre- 
cooling. 

4. Don’t keep fish out of water too long before icing. 

5. Don’t ship over-ripe or soft fruit. 

6. Don’t fail to properly mark package with name and 
address of both consignor and consignee. 

7. Don’t use second-hand honey comb egg fillers. 

8. Don’t expose eggs to excessive cold or to heat. Store 
them in a cool, well-ventilated room. 

9. Don’t use second-hand crates unless well reinforced. 

10. Don’t ship eggs unless you ship them properly — 
Well Packed — WeU Marked. 

Wheat is one of the “ non-perishables.” It does not 
seem that there would be great losses due to careless 
methods of handling this product. Losses occur, however, 
through damage to the grain and wasteage. The harvester 
leaves many straws uncut. Fallen grain is sometimes never 
reaped because the machinery is not properly adjusted. Im- 
proper binding of the bundles permits much scattering of 
grain about the fields. Permitting the grain to get too ripe 
before harvest begins causes a great loss through shattering. 
During wet seasons, wheat which is pennitted to stand too 
long in the shock becomes sprouted. Many of these losses 
can be prevented by proper care and attention. 

The Southwestern Wheat Improvement Association, 
realizing the extent of loss to farmers because of lack of at- 
tention, has issued a bulletin in which it says: 

“ It seems like poor business to spend time and money 
in producing a wheat crop and then when it has matured 
lose part of the quality and profit through damages due to 
poor handling. According to data shown in this bulletin, 
the average annual loss in the states of Kansas, Nebraska, 
Oklahoma and Texas, on account of various forms of dam- 
age occurring to wheat between the time it matures and 
the time it reaches -the market, amounts to approximately 
$5,000,000, or two cents on every bushel grown. The loss to 
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Kansas alone amounts to more than $2,500,000 each year 
or 27 cents on every acre harvested. 

“ The following figures, secured through the courtesy of 
E. L. Morris, of the Kansas City office of the Federal Grain 
Supervision, indicate some of the losses through low grades. 
A total of 54,837 carloads of wheat was inspected and mar- 
keted at Kansas City from July 1, 1922 to April 30, 1923. 

Grade No. 1 1,040 carloads 

Grade No. 2 16,139 carloads 

Grade No. 3 20,214 carloads 

Grade No. 4 9,128 carloads 

Grade No. 5 2,667 carloads 

Sample Grade 5,649 carloads 

“ The first three grades are considered as good milling 
wheat-, but that falling in grades 4, 5 and Sample are in- 
ferior and sell at from 2 to 12 cents a bushel ixnder Grade 3. 
These figxires show that 32 per cent of all wheat delivered in 
Kansas City, between the dates indicated, fell below Grade 
3.” (See. Fig. 34.)“ 


Grade No. 1 


Fig. 34. — Percentages of each grade of wheat received on the Kansius City 
market from July 1922, to April 30, 1923. Lack of care in jiroduction 
and handling caused the high iierccntages of lower grades. (Courtesy 
Southwestern Wheat Improvement Asso(;iation.) 

Numerous examples of losses due to rough or careless 
handling might be cited. It is only necessary to go into the 
market places to see this waste. While waste is probably 
not as great as some persons w'ould believe, it is an impor- 
tant item and is the cause of an added expense to the mar- 
ket process. In the city of New York alone, somewhere in 
the neighborhood of 800 carloads of food products are each 

“ Handling Wheat from Field to Market. The Southwestern Wheat 
Improvement Association, Kansas City, Mo. 
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year officially condemned as unfit for human consumption. 
While this is not a large percentage of the total receipts of 
food products in that city it must be remembered that this 
quantity represents only a part of the waste, as there is a 
great amount of produce discarded which never comes to 
the attention of the city officials. 

The item of freight alone on goods coming into city 
markets unfit for human food is enormous. The freiglit bill 
on lemons officially condemned by the New York City Board 
of Health during the year 1920 is estimated to be over $20,- 
000.** The United States Department of Agriculture esti- 
mated that the loss in freight alone on a car of damaged po- 
tatoes coming into New York City from Maine in 1914 was 
$57.50.** 

There will be an increased return for the efforts of farm- 
ers when these efforts result in good quality products t)f 
the kind demanded by consumers. Waste is expensive, and 
those who cause waste must surely pay for it through de- 
creased income. 

If waste is to be reduced to the minimum, there must be 
a united effort on the part of all those who have to do with 
the handling of produce. The farmer must give produce 
the necessary attention during the growing and harvesting 
period. All handlers, after the goods leave the hands of the 
farmer, must give strict attention to the preservation of 
quafity. Our productive and market machinery must give 
a return commensurate with the amount of effort expended. 
This can never be the result imless waste is reduced. Neg- 
lect to do a certain thing at the proper time or carelessness 
in handling a product may offset the result of many hours of 
productive labor. A campaign to reduce waste should be 
one of the foundation stones on which to build an efficient 
market system. 

This estimate is based on official data collected by the author during 
the summer of 1921. 

w U. S. D. A. Office of Secretary, Circular No. 48, p. 3. 
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A merchant in the wholesale produce business on the 
New York City market recently expressed the thought that 
there was nothing to be gained by studying the market. 
“ Prices,” he said, “ are governed by supply and demand, 
and there is no use in trying to change this basic economic 
law.”- 

It has Dcen reported that a few years ago a group of farm- 
ers in the West, in convention assembled, expressed the 
view that the* law of supply and demand wjis no longer in 
operation and passed a resolution requesting the state uni- 
versity to quit teaching this false doctrine. We find it quite 
common for the man in the street to attempt to explain all 
prices and price changes by the “ supply and demand ” 
formula. There arc others who think that “ supply and 
demand ” is merely a mask behind which the “ manipula- 
tors ” of the market hide their unjust practices. The stu- 
dent of markets must get a clear concept of the influence 
which the supply of products and the demand for them has 
on prices. The misconceptions coneeniing this economic 
law which are current in the modern world are due to the 
fact that no insight into the meaning of the term is sought. 
It is not an explanation of prices to say that they are the 
result of supply and demand. It is merely an evasion of 
the question. 

Man’s wants are basic to all value. If the customs, 
morals, practices, or habits of man change so that a certain 
thing is no longer desired, then the value of that thing disap- 
pears, regardless of the amount of effort which was necessary 
to create it. Service flags were of value during the war be- 
cause there was a use to which they could be put. They 
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were offered on the market and sold at a price which was re- 
munerative to the manufacturer. As soon as the war ended, 
the desire on the part of the pubUc for service flags was no 
longer present. These articles had no value, except to the 
curio or souvenir collector. Nothing has value unless it has 
some quality which will render it capable of satisfying wants. 
There is nothing in the inherent qualities of any product 
which gives it value. Tobacco has value because men de- 
sire it. If the desire which many people now have for to- 
bacco and its products should pass away, then the value of 
this good would likewise pass away. Human wants are the 
basis of value. When men desire things and have the means 
with which to buy, then demand is said to exist. This is 
one part of the price-making formula. 

There are many things which satisfy man’s wants and 
yet have no economic value. Anything which does not sat- 
isfy a want has no value. Air certainly satisfies a want of 
man. It does not have economic value for the reason that 
it has no power in the markets of the world. Air cannot 
be taken into the nxarket place and exchanged for economic 
goods. The reason for this is that man does not have to 
make an effort to secure it. Man will not exchange any- 
thing which he must secure by an effort for a thing which is 
secured without effort. Air, then, while it is capable of sat- 
isfying wants, has no value because it is not scarce. The 
supply of air is unlimited in comparison to the demand for 
it. 

Goods capable of satisfying wants enter into the market 
and command a price, provided they do not exist in quan- 
tities more than sufficient to supply the desire for them. 
When the supply is short, then man exerts effort to make 
them less scarce. There are some kinds of goods the supply 
of which cannot be increased. The value in the market of 
such goods, then, depends entirely upon the extent of the 
demand. 

The supply of most economic goods, however, can be 
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increased. Men will labor to increase the supply of any 
particular good just as long as the effort necessary will re- 
turn as much, or more, satisfaction as the same amount of 
effort expended in producing other goods. We have here, 
then, the other end of the price-making formula — that of 
supply. The formula, supply and demand, came into ex- 
istence because goods must be desired or demanded and the 
amount which we give up for them has been found to be, 
in actual practice, dependent upon the quantity which is 
available in the market to satisfy the demands for them. 

It might be considered that goods have value according 
to their ability to satisfy wants, or their utility. This view- 
point must be held only in relation to the whole supply of a 
certain product. Air has no value for the reason that the 
greater portion of air has no utility to us ; that is, there is so 
much air that great portions of it can never be used and 
anything which cannot be used has no value, even though it 
would have value if it could be used. 

A farmer grows 10,000 bushels of wheat. If his wants 
can be suppUed with 1000 bushels, there would be no use to 
which he could put the other 9000 bushels, and it would 
have no value to him unless he could exchange it for some- 
thing else which he desired. If economic society at large 
has more of a product than normal consumption could uti- 
lize, then a part of this stock of goods would have no utility. 
Since each unit of the stock of goods is the same as every 
other unit, no value would attach to any one unit so long 
as the stock was in excess of the needs. 

Supply and demand influence price. The supply of a 
product is one of the basic factors determining the amount 
of other things which will have to be given up for it. On 
the other hand, the intensity of the demand for a good has 
a vital influence on the amount which the demander will 
give up in order to get it. If the supply is short, each par- 
ticular unit is of more importance in the satisfaction of all 
of the desires for it than where supply is great. 
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If the seller knows the supply is short, he will hold out 
for a high price. Price in our modem economic system is 
merely a measure of the amount which we are willing to 
give up in order to get possession of a product. The desire 
to be satisfied and the quantity of the goods available for 
the satisfaction of these desires enter into the market place 
and are weighed one against the other. Price is the result. 
Supply and demand are important price-making factors. 
When the supply is relatively large, the importance of each 
unit of a good is low, and the price is low. When the supply 
is low, the relative importance of each unit of the good is 
high, and the price is high. 

There is no such thing as conceiving of a high or low 
supply in a mere quantitative manner. There might be a 
world wheat crop of 3 billion bushels. This would not in- 
dicate that supply was either great or small. Supply is 
great or small only in relation to demand. The number of 
straw hats after the Fourth of July is usually smaller than 
before; but the supply, in the tme sense, is greater, for the 
reason that the demand has greatly decreased. Scarcity 
does not mean fewness. Scarcity or abundance must al- 
ways be considered in relation to the demand for the prod- 
duct. An over-abundance of goods might result without 
any increase in the number of units or the desire for them, 
through a reduction in the ability to pay the price asked. 

Stable business is the result of regularity and the reduc- 
tion of risks. The farmer prefers to conduct his business in 
such a manner that he will be able to count very definitely 
on a certain return for his efforts each season. Those busi- 
ness men whose aim it is to get their rewards from the ren- 
dering of service avoid all risk if possible. Business, to be 
stable and secure, must be relieved from the element of risk 
in so far as possible. If prices are relatively stable, the 
farmer, manufacturer, or business man can adjust his costs 
so that an adequate return will result. In agriculture, 
expenses of production are incurred a long time before the 
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product is ready for tiie market. A great many things 
might happen to cause prices to fall btdow the point where 
the enterprise would be profitable. Agriculture is a world- 
wide business selling j)roducts in a world market. Things 
whi(!h happen in other parts of the world, among people of 
different standards of life, have a profound influence upon 
the prices received for the products of the farmers of Kansas, 
Montana, and British C'olumbia. 

Since it is true that t he amount of product which enters 
the market has an influence on the price just as the extent 
of the denxand does, it is quite essential that some consider- 
ation be given to the supply side of business. It is also im- 
portant that those who offer goods on the market study the 
demands of the market, not only in a quantitative way but 
also from the standpoint of (piality. The kind of goods 
whi(!h a market demands should first be a.scertained. Then 
there should be determined the amount of goods which the 
market can absorb at a price which will be remunerative. 

The manufaciturer has studied his market. He has gone 
into the market plax^es and studied just why this or that 
product has been sold. The failure of this practice or that 
good to attract the buyer has be(;n the object of concern. 
The successful manufacturer and trader is able to appraise 
the condition of both demand and supply. Agriculture, as 
an industry, has never gone into the market and made this 
kind of analysis. Crops have been grown in the amount and 
kind which suited the individual preferences of the farmer. 
The product has been grown and the market then sought. 
Instead of this procedure, the market should have been 
studied first and production guided by the information ob- 
tained. Agriculture is now in a critical condition because 
its products cannot be sold at prices which are in keeping 
with costs of production and prices of other commodities. 
There must be, if any lasting improvement comes in the con- 
dition of agriculture, a study of demand, and then a con- 
certed effort to supply the things demanded. 
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Value in the market place represents a concept in the 
mind of the buyer. If the buyer thinks a thing to be of 
certain importance to him, he will give up a certain amount 
in order to get it. The market price is the result of the com- 
posite demand of all those who enter into the market place 
and bid for the supply of goods at hand. In order that one 
may go into the market, get the greatest returns, and sat- 
isfy the demands of the consumers, it is necessary that he be 
able to discover what is wanted and just how it is wanted. 
Quantity and quality demands must be sensed. 

Demand is very fickle. To-day the public may be 
clamoring for brown shoes of a certain last. Next season 
brown shoes may not be wanted at all, but a preference may 
exist for black shoes. Just why the mind of the public 
works as it does and results in certain specified desires is 
impossible to ascertain in every instance. Sometimes the 
fashion-makers cannot direct demand in the way they de- 
sire. Fashion might decree the long skirt for women, only 
to find that most of the women do not take kindly to the 
idea. Clothing, automobiles, furniture, house and building 
furnishings and equipment, and novelties of all kinds are 
subject to fashion changes. In the case of such products, 
demand is very apt to change rapidly. 

Factors which Determine the Demand for Products. — 
The factors which determine the demand for certain goods 
must be ascertained in each individual case. In general, 
these factors are as follows: 

1. Buying Power of the Consumers. Mere desire or ac- 
tual need is not demand. A man might need products and 
have a keen desire for them, but unless there is the ability 
to make the purchase there is no demand which will have an 
influence in the market place. The ability and willingness 
to pay the price is quite essential to demand. Whenever 
a business depression comes, we note a decrease in the de- 
mand for products and realize that this decrease is due, in 
a great part, to the diminished buying power of the public. 
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2. Climaie. Climate is one of the factors which influ- 
ence demand. Ice-skates and snow-shoes will not be de- 
manded in tropical countries for they would b(‘ of no use. 
Being of no use, they would not have value. Changes in 
climate affect the demands for different kinds of products. 
Warm weather continuing far into the winter months will 
decrease the demand for overcoats and wdnter dry-goods. 
'I’he demand for meat is not as great in warm as in cold 
weather. C'ool days throughout the summer cause the de- 
mand for watermelons, ice cream, and fountain drinks to be 
small. On page 99 is given an illustration showing the 
effect of climate on the d<nnand for watermelons in New 
York City during the season of 1922. C^limate has a direct 
effect on demand. Those who are dealing in products the 
demand for which is subj('ct to .such influences must consider 
the effects of climate on demand. 

3. Composition of Population, as to Age, Sex, Race, Re- 
ligion. In a population with a very small pei’centago of 
children, there would not be present a very great demand 
for toys, children’s clothing, storj^-books or baby-cabs. The 
demand for milk would also be smaller than in a population 
with a large percentage of children. In pioneer sections of 
the count rj', where there is a predominance of young men, 
the demand for all classes of goods used by children and 
women is very slight. The mining camp, far away from 
cities, is a poor market for talcum powder and dress suits. 
Likewise the community in which the young ladies’ boarding 
school is located is not the ideal place to sell picks, shovels, 
o\'eralls, or Star tobacco. In the community where there 
is a large Italian population the demand for spaghetti and 
bananas is apt to be great. The Catholic community is the 
desirable community for the sale of religious statuary, while 
the Jew’ish city provides a good market for live poultry and 
a poor one for pork. 

4. General Level of Education. Demand for certain 
products is greatly influenced by the level of education. 
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In a community where the people are generally uneducated 
in art, music, or literature, demand for musical instruments, 
concerts, operas, books, magazines, and pictures is apt to be 
very low. Some towns are poor towns in which to sell 
books because the people there are not readers. In commu- 
nities where a large proportion of the population has been 
educated in colleges or through travel, demand for certain 
types of goods will be greater than in those communities 
where the people have never learned to desire such goods. 
Education, whether it be gained through reading or travel, 
results in giving us knowledge of certain things. With 
knowledge comes desire, and desire ripens into demand if 
there is the ability to pay. 

5. Styles, Fads, Customs. Style has an influence on 
the demand for certain types of products. The demand 
for women’s clothing is much more subject to the influ- 
ence of style than is that for men’s clothing. Furniture 
styles change periodically, with the result that demand is 
influenced. A change in the style of furniture will often 
cause many people to discard old furniture for new. House- 
furnishing goods, automobiles, carriages, art goods, and dec- 
orations have distinct styles, and demand is changed as 
styles change. 

Fads of many different kinds — recreational, for ex- 
ample, — cause the -development of a demand for certain 
types of products. The increase in the popularity of golf 
has greatly increased the demand for golf clubs, balls, bags, 
and clothing. Agitation for more outdoor life and exercise 
has greatly increased the demand for all kinds of sporting 
goods. In some localities the revival of the custom of riding 
bicycles has resulted in an increase in the demand for 
them. 

Customs, such as that of wearing a straw hat from May 
15 and to September, influence the demand in the hat mar- 
ket. The demand for talking machines, radio outfits, play- 
ing cards, croquet sets, put-and-take tops, the books of a 
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certain writer, and numerous other things is greatly influ- 
enced by fad or fashion. 

6. Faith in Goods. The demand for many different 
kinds of trademarked goods is dependent to a marked extent 
upon the faith which consumers have in the particular 
article. It may be tliat the article in question is no better 
--often not so good — than others; but the faith which 
people have in these goods maintains a strong demand for 
them. This faith may be due to experience gained through 
long usage or to extensive advertising. 

7. Quality. Many goods which can not be branded are in 
demand because their quality is good. This applies to 
goods which the consumer is able to evaluate for himself. 
Goods which the consumer is not capable of testing as to 
quality are apt to be branded — if it is possible — and pur- 
chases made almost entirely on the reputation of the brand. 
Good quality products attract, and the consumer will, as a 
general rule, buy the best quality. The quality of a product 
has an influence on the demand for it. In many instances the 
buyer gauges quality by appearance and price. 

8. Class Prejudice or Favor. The union label on goods 
is often a factor which will influence the purchaser in his 
choice. A product made by some cooperative organization 
is frequently preferred to others. Products “not made by 
the trust ” find favor over “ trust made ” articles in many 
localities. Prejudice or favor is an item which enters into 
demand quite forcibly in many instances. Manufacturers, 
realizing this, often brand goods in some such manner as 
“ Made in America,” “ Made in Ohio,” “ Patronize Home 
Industry,” or “ Union Made.” 

9. Health Considerations. Demand for food products 
is influenced through appeals to the desire for health. Cam- 
paigns to decrease the consumption of meat on the ground 
that it is not healthful to eat so much meat have, without a 
doubt, had an effect on the demand for this product. 
“ Have you had your iron to-day?” is a slogan which appeals 
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to the universal interest in health. The publicity given to 
the recently discovered vitamines has increased the demand 
for those products which are high in vitamine content* 
“ There is no substitute for milk,” is an appeal based en- 
tirely on considerations of health. “ An apple a day keeps 
the doctor away.” ” Does coffee hurt you too?” Count- 
less examples might be given of appeal on the ground of 
health preservation. All the appeals which are made from 
the standpoint of sanitation are based on the same ground. 

10. Convenience of Use. Many goods have the qualities 
desired, but there are others which are more convenient to 
use. Instant coffee, ready-baked beans, and prepared foods 
of many kinds need only to be opened and served. Floating 
soap is a convenience which is worthy of consideration. 
One-man automobile tops, easy-opening davenports, auto- 
matic water heaters, fireless cookers, “ 30-inch high ” 
kitchen sinks, self-wringing mops, step-saving kitchen cab- 
inets, electric washing machines, tooth paste in handy tubes, 
and countless other products make an appeal on the ground 
of ease in use and of convenience. 

11. Durability. An appeal to the consumer is made on 
the basis of durability. The magazine advertisement tells 
the story of the automobile tire which ran 15,000 miles. 
This product ” lasts a lifetime.” It is claimed that a certain 
piece of office furniture is “ built like a sky-scraper.” We 
are told that this brand of shoes or clothing will “ wear like 
iron ” or “ wears like a pig’s nose.” The appeal on the 
ground of durability and long service is quite generally made. 
This is an appeal worthy of the buyer’s consideration and 
should, without a doubt, have more weight in influencing 
choice than it now does. Durability in many types of goods 
is of vastly more importance than style or convenience, a 
hammer, shovel, or wagon, for example. 

12. Attractiveness. The beauty of an article is a quality 
which has its appeal. Automobiles, clothing, furniture, art 
goods, china, silverware, books, houses, pianos, and horses 
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are more desirable when they are attractive. The quality 
of beauty is one which is more important to some commod- 
ities than to others; however, other things being equal, the 
more attractive an article is, the more it will be desired. 
Man’s preference for things of beauty is fully realized by 
the manufacturer who places his product in an attractive 
package; by the fruit dealer who arranges his display in an 
attractive manner so that the highly colored fruit is in 


Fio. 35. — Fruit properly packed and graded stimulates demand. 

evidence ; by the window trimmer who appeals to our sense 
of beauty in order to attract attention to what he has on 
display. Man instinctively loves beauty and will pay for 
things of beauty. Our standards of beauty are not always 
the same. What appeals at one time may not appeal at an- 
other. WThat attracts one person may not attract another. 
It is quite essential that those who aim to make an appeal 
to our aesthetic sense keep informed as to our standards of 
beauty. The farmer is able to appeal to the sense of beauty 
by properly packing his product in packages which carry at- 
tractive labels. 

Factors Influencing Demand for Agricultural Products. 

— In general, it may be said that the demand for the staple 
agricultural products is rather inelastic. However, the de- 
mand for all kinds of products is elastic to a certain extent. 
Buying power is one of the factors which always enter into 


168 


DEMAND 


the demand for agricultural products, as for all other goods. 
It is also true that the demand for agricultural staples is less 
elastic and is influenced less by decreased buying power than 
demand for those goods which are classed as other than 
necessities. 

When decreased income makes it necessary for the con- 
sumer to watch his expenditures more closely, there is nat- 
urally a saving in food products, as well as in other kinds of 
goods. Cheaper cuts of meat are purchased. The cheaper 
foods are substituted for the more expensive. A smaller 
quantity is purchased, and the wastes of the kitchen are 
reduced. Substitutes, whenever possible, arc used. Dur- 
ing times of depression, butter substitutes arc used instead of 
butter. Recipes which make possible the baking of pastries 
and cakes with a small amount of butter, fewer eggs, and 
little or no milk are in demand. “Milk” prepared from 
skimmed milk and vegetable fats is cheaper and is used in 
place of the more expensive fresh whole milk. The poorer 
quality of vegetables and fruits is then more attractive to 
buyers than it is in times of greater prosperity. On the 
other hand, the demand for the cheaper, more nourishing 
staples holds up very well, as it is to this type of food that 
those who economize must turn. The demand for cotton 
holds up well, as cotton is used in place of silk, linen, and 
the more expensive fabrics. In real “ hard times,” clothing 
is repaired and patched and caused to last longer. It is im- 
possible to gauge the demand for such cheap staples and 
definitely state to what extent the demand is higher or 
lower. However, we can note the opposite forces influ- 
encing demand. It is quite true that buying power has a 
significant effect on the demand for agricultural products. 

Climate, likewise, has an influence on the demand for 
agricultural products. Changes in weather affect greatly 
the demand for milk in cities. Cool weather usually leaves 
a surplus on the hands of the distributor. Warm weather 
usually brings an increased demand for such products as 
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fresh vegetables, fruits, and all those types of foods which 
are not heat producers. Cold weather brings with it a de- 
mand for fats, meats, and all those foods which give warmth 
as well as nourishment. Demand for agricultural products is 
more inelastic than is that for most other products. Very 
little can be done to stimulate the consumption of food, as 
compared with other products. Man needs a certain 
amount of food in order to subsist. The required amount 



Fig. 36. — The presence of many roadside markets stimulates the demand 

for fnish fruit. 


is quite definite and fixed. If the amount available is de- 
creased to any considerable extent, there is apt to be a de- 
crease in the efficiency of the labor and the health of the 
people. It is not possible to cause much increase in the 
amount of food consumed. A given number of people have 
an almost fixed consuming capacity. It is quite true that if 
the purchasing power is increased, a different quality of food 
may be consumed, only the best used, and the poorer grades 
discarded. It is quite probable that, if the income of the 
people is sufficient, less attention will be given to the element 
of waste. Because of this waste, the demand in the market 
would be greater. This would result in an increased con- 
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sumption because of waste, and not because of utilization. 
This kind of increase is one which is not desirable and, no 
doubt, is of little significance. Demand for agricultural 
products, especially foods, is relatively inelastic and not 
capable of great increase. 

On the other hand, the demand for most products of the 
factory (other than food) can bo greatly increased and is 
limited only by the desire and ability of the consumer to pay 
the bill. I need sufficient food to sustain my vitality ; much 
more than this is of practically no value to me. If niy in- 
come will permit, I shall buy a book. There is virtually 
no limit to the number of books I may add to my library if 
I have the means with which to buy. One magazine might 
be considered a necessity. As purchasing power increases, 
more will be added. Clothing, furnishings, pictures, auto- 
mobiles, and numerous other things might be added one 
after another as ability to purchase becomes greater. As 
ability to pay increases, the number of houses den)anded 
may not greatly increase, but there will be an increase in the 
demand for larger and better houses; and the same is true 
with furniture, to a certnin extent. New demands come 
with increased wealth, and the field for the dealer in non- 
food products is limited only by the purchasing power of the 
consumers and their desires. As man becomes accustomed 
to enjoying certain things, such as good clothing, houses, 
furnishings, automobiles, art, music, books, various kinds of 
recreation, travel, the theatre, and social functions, his de- 
sire for them increases. It appears that there is no limit to 
the number or quality of such things which man can utilize. 
Enjoyment and knowledge, then, increase the demand for 
such products, and there is an almost unlimited field for the 
extension of business in these lines. 

On the other hand, we find no such possibility in the 
case of food products. Man learns to eat and, if he is a 
normal man, the practice of eating does not increase his de- 
sire to eat. There is a limit to the amount of food which 
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man can advantageously consume; there is therefore a limit 
to the amount of food which can be sold on the market. It 
is impossible to create additional demands for food products 
in total. A community will consume all the food it needs 
if it has the ability to purchase it. Added purchasing power 
will be utilized in securing products other than food. 

Increasing Demand by Advertising. — To advertise is to 
make things known. Modern advertising is carried on 
through mail}' media, such as the printed page, signs, dis- 
plays, and j)ersoual representatives. The primary purpose 
of advertising in the modern business world is to increase 
the amount of custom which a business firm enjoys. From 
the practical standjioint of business, it makes very little 
difference whether this increased business is the result of ad- 
ditional demands ()n the part of the consuming public at 
large or whether it is the result of diverting customers from 
other scllcm to the advertiser. Many advertisers now real- 
ize that in order for their business to prosper in the proper 
way the demand should be increased. A vast amount of 
advertising is therefore designed to increase the demand for 
goods. Advertising of su(di products as paints, safety- 
razors, radio outfits, musical instnimcnts, books, talking- 
machines, household appliances, automobiles, labor-saving 
devices, office equipment, and others of a like nature, pri- 
marily results in an increase in the total demand for these 
goods. This is demand-creating advertising. It is to a 
certain extent educational. On the other hand, there is a 
type of advertising which is primarily intended to attract 
the customers from other places of business, or from other 
goods to those of the advertiser. Such advertising might 
be termed acquisitive. 

Demand-creating advertising is very effective if the total 
demand is capable of being increased. However, in the 
case of food products, very little, if anything, can be done in 
increasing the demand for the total amount. It is quite 
doubtful whether a great advertising campaign could pos- 
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sibly increase the demand for all food products. This is 
true because the amount of food which is necessary is rather 
definitely fixed. The proper amount will be consumed if 
the consumers have the money with which to buy. 

At the present time there is evidence of a belief on the 
part of many that the farmer should adopt business methods 
and go into the markets of the world in the same manner as 
the trader and manufacturer. Proof of the advisability of 
such a course is offered in the experience of those who grow 
such products as citrus fruits, raisins, prunes, and cran- 
berries. Without a doubt, advertising has greatly increased 
the consumption of such products and, from the standpoint 
of these growers, has been a valuable procedure. This type 
of advertising certainly increases the demand for the prod- 
ucts advertised, but at the same time it decreases the demand 
for other food products. The total consumption of food 
products is not increased. If adequate statistics were avail- 
able, we should no doubt find that consumption per capita 
of other farm products decreased, taking into consideration 
buying power, while that of advertised products increased. 
There has been much publicity concerning the value of cer- 
tain foods. We have been told that meat is bad from the 
standpoint of health and that we should eat less meat and 
more fruits and vegetables. The vitamines have been in- 
troduced to the public and vitamine-bearing foods have been 
recommended. This publicity has certainly caused the 
demand for fruits, vegetables, and dairy products to be 
greater than it would otherwise have been. However, with 
the increase in the demand for these products has come a 
decrease in the demand for other foods. 

It is very probable that a type of advertising intended 
to direct consumption into other channels is desirable from 
the standpoint of the public at large. No doubt, we have 
not yet learned to eat properly. A properly balanced diet 
is quite essential to the health of people, just as truly as to 
that of livestock. If we are consuming the wrong kinds of 
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food, we should be advised wherein we err and be taught to 
select the proper kinds. With a proper selection the ex- 
pense of food might be materially reduced; however, it is 
quite likely that if a proper selection is the result of expen- 
sive advertising, food costs will rise instead of decline. It 
is folly to suppose that the demand for all food products can 
be increased by advertising. The orange grower competes 
with the grower of grapefruit, prunes, berries, peaches, and 
cantaloupes. If these products are used at the breakfast 
table instead of cereals, there is competition with the grain 
farmer. If the breakfast menu includes fruit and cereal, 
less meat and eggs will be used. So, even though it is pos- 
sible to direct consumption along particular lines, it is im- 
possible — and likewise undesirable, provided everyone is 
well nourished — to increase the total amount of food con- 
sumption. 

No such condition prevails in connection with other 
products. Demand for products other than food is suscep- 
tible of increase and advertising is a very effective way to 
increase this demand. Demand can be increa.sed only in 
case the consumer secures knowledge of the good and what 
it can be used for. Advertising will give this information. 
It is impossible to increase the total inelastic demand for 
food. The rather elastic demand for other products can be 
greatly increased, provided the consumer is able to pay the 
price. 

Advertising of food products is also desirable and per- 
forms a very valuable service in advising the public of the 
time when fresh fruits and vegetables vail enter the market. 
Such advice will permit the housewife to select the things 
which the market provides and thereby vary the diet. In- 
formation which the consumer has of the movement of food 
products will aid in the quick distribution of the goods and 
thereby insure a fresher and better product. Advertising 
is a valuable service in many respects, such as directing con- 
sumption properly and assisting in moving the product more 
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rapidly through the market, thereby decreasing the amount 
of waste. It is quite unfortunate, however, that some 
leaders in agricultural marketing hold forth the hope that 
all farmers can increase their business through advertising. 
In the last analysis, the whole problem of advertising and 
marketing should be viewed from the standpoint of the best 
interests of the consumers rather than from that of the profit 
of those who are engaged in growing or marketing the good. 

The world market is relatively new. Only recently has 
the market area for fresh fruits and vegetables extended 
beyond the producing locality. This widening of markets 
has had a disrupting influence on market conditions, and it 
will take time for the public to become adjusted to these new 
conditions. This adjustment should be guided by adequate 
information, based on facts secured in the light of the in- 
terests of society at large, rather than from the standpoint 
of the individuals directly interested in profit. The whole 
problem of food distribution is a world-wide economic and 
social problem, one of vital interest to the public, and should 
be freed, in its broader aspects, from the profit motive of 
small groups. 

Export Demand. — The demand for a product is not 
limited to the country in which it is produced. Foreign 
demand enters in wherever the product is of such a nature 
that it can be successfully taken to the distant market place. 
Most non-perishable goods are of this nature. Their bulk 
should not be great enough to make transportation too 
costly and their price prohibitive in distant markets. Per- 
ishable goods, because of new methods of handling and re- 
frigeration, can be carried greater distances, and in many 
instances enter into markets across the seas. The non- 
perishable farm products, the cereals and cotton, and man- 
ufactured goods are most suitable for the foreign market. 
The market for food products in a foreign country is less 
capable of development than that of other products. It is 
evident that the total food requirement of the world is rela- 
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lively stable, as is that of any particular country, while the 
demand for other products may be greatly expanded . C reat 
development of the market for non-food products may be 
expected in foreign countries, if competition can be met. 
The foreign market for non-food products is, of course, sus- 
ceptible to fluctuations of demand due to increased or de- 
creased buying power. Export demand for agricultural 
products is quite variable because of the varying supplies 
available in other exporting countries. Good crops in other 
exporting countries cause a large quantity of produce to 
enter the world market. The export market is not a very 
dependable one. Ameri(!an agriculture cannot place itself 
on a very stable basis if it counts too strongly on a foreign 
market. 



CHAPTER XI 

CORRELATION OF SUPPLY AND DEMAND 


When goods flow to the market in excess of the needs of 
the public a condition of instability results. It is in the in- 
terests of producers and consumers alike that markets retain 
stability. An irregular flow of goods causes wide price fluc- 
tuations, resulting in losses to dealers and an undesirable 
effect on buyers. Goods should move to the market places 
in accordance with the need for them. An excess of the 
needed amounts causes low prices and wasteful consump- 
tion. A shortage in the market place causes high prices and 
imsatisfied needs — in some cases actual want. 

From the standpoint of the producer or seller of goods, 
the market should be stable and supply should never exceed 
the needs of the market. Supply should never exceed the 
demand at a price which will give an adequate return to the 
producer. However, it is to be emphasized that an ade- 
quate return to the producer does not necessarily mean a 
return which will result in a profit. Profits depend not only 
upon the price received but quite as much on the costs of 
operation. The price which the consumer pays for an ar- 
ticle might be so high that it is really out of line with the 
prices of other products, and yet the producer may not make 
a profit on his operations because his costs are too high. 
The amount of profit which a producer makes is not an in- 
fallible test of the equity of the price. In the interests of 
the consumer^ the supply should never be below the point 
which will assure him an equitable price and sufficient quan- 
tity to meet all reasonable requirements. The quantity of 
wheat, potatoes, or beef available during a certain year 
should never be more than the amount which society re- 
quires to satisfy its needs. All productive activity should 
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be so directed that society receives the proper quantity of 
goods to satisfy its wants. Some goods can be held over 
until there is a need for them if the immediate supply should 
be in excess of demands. Such goods are the non-perish- 
ables. The perishables, however, cannot be held over any 
great length of time, and the amount of production in excess 
of what can be used is therefore lost. This results in an 
economic loss to society at large, for it represents economic 
effort which brings no satisfaction. 

The production of economic goods is under the control of 
men who operate primarily for private gain. Unless the 
conditions of the market are such that gain re.sults, financial 
failure follows. Every business enterprise should be inter- 
ested in maintaining a stable market. Stable markets are 
possible only when production is in harmony with the needs 
of consumers. Or, to state the same fact in different words, 
stable markets are possible only when there is harmony be- 
tween supply and demand. The market should be “ fed ” 
in such a way that price remains at the proper point, so that 
the business enterprise will bring an adequate return to the 
efficient producer. 

Control of Supply. — One way by which the seller, or 
the group of sellers, dealing in any product can secure this 
harmony of supply and demand, is by controlling the supply. 
If goods are put on the market in the proper quantities the 
supply will never get ahead of the demand. There are very 
few products which are apt to be put on the market in quan- 
tities in excess of what can be sold at some price. It hap- 
pens frequently, however, that the supply on the market is 
so great that it cannot be sold at a price which will bring a 
sufficient return to the seller to repay him for his sacrifices. 
This is a condition which the seller attempts to prevent. 
So long as this control of supply, or the control of the flow of 
goods to the market, does not result in exorbitant prices to 
the consumers or in unfair profits, it is legitimate and it is 
in the interest of society that it be done. Control of supply 
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to maintain stability, which is fair to both seller and con- 
sumer, is desirable. “ Fairness ” of prices, however, is a 
very indefinite thing. 

Producing to Meet Demand. — It is quite essential that 
there be some measure of control of supply in all industries. 
This control may take no other form than that of trying to 
“ sense ” the demand of the market and producing in sufli- 
cient quantity to meet that demand. It is known that 
there is no need for a yearly production of twenty-five mil- 
lion automobiles in the United States. The world does not 
need ten billion bushels of potatoes, or wheat, or corn each 
year. Nor is there an annual need for two billion glass- 
cutters, though it would be possible to manufacture that 
number. No such quantities of these goods are produced 
and put on the market, for price tends to keep production 
more nearly in harmony with the needs of consumers. An 
important function of price is to direct production in such 
a manner that the required supply will come to the market. 
If too much effort is directed toward the production of sf>me 
goods, prices decline, and losses incurred by producers will 
cause them to decrease their operations. If a sufficient 
quantity is not being produced, a high price will draw forth 
more of the product needed. 

How Supply is Controlled. — The dealer who sells the 
product to the consumer is the one who learns at first hand 
just how well supply and demand are balanced. If goods 
move from the dealer’s shelves freely and he finds it hard 
to replace his stock, he knows that the supply is short in 
comparison with demand. If, on the other hand, goods 
do not move at the prices that are necessary for him to 
naaJntain his margin of profit, he refuses to order more goods 
from wholesalers. This let-up in business is passed on to 
the producer. The producer must then restrict his produc- 
tion or accumulate stocks. Those types of industries which 
do not have a high overhead expense and whose greatest 
outlay is for raw materials and labor can shut down on very 
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short notice, llie industry, however, which has a very 
heavy overhead or will suffer great loss by ceasing ojwra- 
tions must continue in business at approximately the same 
rate. Such concerns must let stocks of goods accumulate 
and must feed the market as required. If production 
should coni inue at the same rate and all the product be put 
on the market, tiic price would suffer a marked decline. To 
continue operations and hold the product off the market re- 
(luires great financial strength. If such a practice is neces- 
sary for any length of time, many of the weaker concerns 
will not be able to stand the strain. 

The Case of Agriculture. — Agriculture, by its nature, 
is {I business in which operations cannot be greatly curtailed 
when th(? market becomes unfavorable. In times of de- 
pression it is Jiot so much a question of making money as it 
is of avoiding llu* loss of money. The farmer has a plant 
which must be kept in t)peration or there is no return. He 
cannot dis(!hargo his labor, for in a great many instances his 
labor supply ctuisists of himself and his family. He cannot 
discharge himself except in instances when he can do better 
by letting the farm lie idle and going to work as a laborer in 
industry'. Nor can the farmer accumulate stocks. In most 
cases his i)roduct must be sold when it is produced. One 
reason for this is that he seldorns has the finances to 
hold it. Furthermore, since agricultural operations are 
not materially decreased during such times, a hold-over 
would merely result in making conditions worse in the 
following year. 

Some of the farmer’s products are peri.shable and cannot 
be held for a more favorable market. The dair5Tnan sup- 
plying milk for the city market must sell his product from 
day to day. It is not feasible for him to cease operations as 
he has a herd which has taken years to build up and, with 
conditions in the milk market as they are, he cannot find a 
market for his cows. He is placed in a position where he 
must continue operations, sell all the milk he can, and at- 



180 


CORRELATION OF SUPPLY AND DEMAND 


tempt to make both ends meet by reducing his costs as much 
as possible. 

The fruit grower has an orchard which has taken years 
to come into bearing. He cannot stop production just be- 
cause prices are low. If he lets his trees go untended, he 
will lose the investment he has made. This investment 
must be taken care of; the trees must be pruned, sprayed, 
and kept in the best possible shape so that production can 
be continued when prices recover. The product from these 
trees during the years of low prices must be sold when har- 
vested, for perishable fruit cannot be held over from one 
year to another. To stop production would cause a com- 
plete loss of investment and the ruin of the business. 

So it is with other specialized farming. If the farm is 
equipped to produce certain products, it is not easy to 
change the type of production when prices become unfavor- 
able. Production must continue, and every effort must be 
made to keep losses as low as possible. Agriculture is an 
industry which cannot count on a profit each year on every 
individual enterprise. It must be considered from the long- 
time viewpoint. The farm as a whole, instead of each indi- 
vidual crop, must be considered. The losses of poor years 
must be made up during good years. If they are not, then 
the farm is unprofitable, and eventually operations must 
cease. 

While it is impossible for the farmer to cease operations 
when a bad year comes, it is not entirely impossible for him 
to exert some control over the supply of products which 
enter the market. A very systematic study should be made 
of market demands and the trend of these demands. Short- 
time changes in agricultural production are not feasible; but 
it is entirely possible and necessary that the farmer study 
his market as the manufacturer does, and attempt to place 
on the market the things consumers want in the quantities 
desired. The time has passed when the farmer can produce 
the things he wants to produce and expect someone to come 
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along and pay him the cost of production plus a fair profit. 
Science has made it possible to produce sufficient agricul- 
tural products so that there is plenty to meet the demands of 
the hungry world. In agriculture, as in industry, the great 
problem is now that of selling. In order to sell to advan- 
tage, the seller must supply the things desired in the manner 
desired. The farmer must study demand and gauge his 
productive activities to meet that demand. This demand 
must be met in quality as well as quantity. The corner- 
stone in the improvement of agricultural conditions is a 
study of demand. 

Not Easy to Control Agricultural Production. — It is not 

possible for man to work with Nature and always secure the 
amount and kind of product he desires. Nature is fickle and 
will not always conform to the wants of man. Man with 
the aid of machinery can produce with precision and can 
foretell the amount and quality of finished product which 
will come from a given amount of raw materials. The sup- 
ply of produce from the factory can be definitely controlled, 
while that from the farm cannot. However, by the selec- 
tion of proper varieties of good seed, by following scientific 
methods of culture and insect and disease control, and by the 
cultivation of the proper acreage, man can keep production 
within certain limits. The quality of the product should 
receive more attention than is now given to it, and more con- 
sideration should be given to tho.se productive practices 
which tend to decrease the unit cost of production. 

If agriculture is to be a profitable business, it is neces- 
sary that the market be not flooded with produce which will 
tend to keep the price below the remunerative point. This 
implies that farmers should make a study of the quantities 
of produce needed and attempt to produce in harmony with 
that need. 

Effect of Disorderly Marketing. — Market instability is 
caused by production in excess of the needs of the consuming 
public. If the “ potential ” supply is too great, there will 
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normally be a depressing effect on the market. If the actual 
supply coming into a market Ls too abmidant to meet the 
immediate needs, price will be forced down even though the 
potential supply is small. This is especially true in the case 
of perishable products or in cases where the supply flowing 
to market over-taxes the facilities for handling the product. 
A short wheat crop will tend to cause a high price, but if 
wheat is sold so rapidly after harvest that transporting and 
storage companies have difficulty in handling it, the imme- 
diate price will be depressed. It sometimes happens that 
the price of cattle is depresst^d in certain markets while it is 
high in others, because there is an over-supply in the one 
and not in the other. If more cattle come to a market than 
can be handled, price must be lowered in order to stop the 
flow. Markets for perishable products are often glutted, 
and the result is a low price even through there is no excess 
in the total supply of the goods. This is a case of the imme- 
diate supply being out of harmony with the inunediate needs 
of certain markets. 

To obviate such a condition of temporary over-supply in 
the market, goods should flow with regard to demands as to 
time and place. Much can be done, and has been done, to 
prevent these gluts, by making a study of the goods moving 
to market and the demands of the market. Produce should 
flow to the market which needs it. The flow of goods should 
not be so fast that the “ suction of demand ”• in the market 
is destroyed. An irregular flow of goods often causes gluts 
at one time and an actual shortage a short time afterwards. 
Such variation results in very low and very high prices. 

Producers of perishable fruits and vegetables must know 
where their products are wanted and see to it that these get 
to the market at the time needed, if society is to be able to 
utilize them to the best advantage without waste and a re- 
sulting financial loss to the growers. One of the main func- 


* See G. B, Dibblee’s **Laws of Supply and Demand/' p. 150. 
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tions of a market news service is to assist in the regulation 
of the flow of produce. 

The flow of non-perishable products should be regular 
and just strong enough to maintain the suction of demand. 
Wholcisale buyers of farm produce reduce the price paid to 
farmers when marketing is rapid enough to overtax the 



Fio. 37. — Produce must be handled many times before it reaches the con- 
sumer. (Court<*y Bureau of Markets, New Jersey Department of 
Agriculture.) 


market machinery. This causes prices to be depressed and 
lowers the income of the farmer. The lower price is paid 
for two reasons: to discourage the flow to market; and to 
satisfy the desire of the dealer to buy for less if he can. 
When goods are being offered so rapidly, it is natural that 
buyers quote lower prices in an attempt to secure goods tor 
less. If farmers were a little slower in putting their product 
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on the market, dealers would offer higher prices in order to 
stimulate marketing. 

These wholesale dealers in farm produce do not permit 
their market to be depressed, if they can prevent it. They 
will regulate the flow from their wholesale market to the 
manufacturers or retailers so that sales will as nearly aj)- 
proximate needs as possible. By so doing they will be 
able to maintain their prices and make greater profits. 
These greater profits are, to a certain extent, the pay they 
receive for holding the product until needed by the market. 
They are performing a service which the farmer does not per- 
form, and they get the reward. 

However, in the case of perishable produce, it is impos- 
sible to withhold the goods from the market in order to 
maintain price. P’ruits and vegetables in most instances 
are placed on the market as they arrive, since it would be 
impossible to hold them over until a future time, because of 
their perishability, and becau.sp of the great stream of prod- 
uce which is already flowing to the market. If prices of 
peaches are low to-day, it would be impractical to hold the 
fruit off the market until to-morrow as, during the season, 
more peaches are already on their way to market. If to- 
day’s supply is not sold and out of the way, a greater depres- 
sion will occur to-morrow. 

Effect of Sending Only Best Quality to Market. — One 

very practical and efficient manner of controlling supply, 
which could be practiced by farmers, is that of sending to 
market only the best-quality product. When the supply is 
large, it is useless to send to market more produce than can 
be utilized. At such times grading should be very strict. 
Only the very best quality should be started on the market 
journey. The poor-quality product should be left on the 
farm and utilized there as feed for livestock, or used in the 
home. It is a social waste to send produce from a point 
where it can be used — the farm — to a place where it will 
act only as a depressing influence on the market, especially 
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when a great portion of it may have to be carried away to 
the garbage pile. Those who cause such social waste are 
made to pay for their acts through a low price. 

Cooperation as a Means of Controlling Supply. — The 
problem of controlling supply is one of vital importance. If 
it is legitimately done, there is a social gain and the interests 
of no class of society are impaired. The individual farmer 
who is selling produce on a market in which there are many 
competitors can do very little by himself. It is almost im- 
possible for him to make a study of the demands of the mar- 
ket. Very few farmers operate on a large enough scale to 
warrant their going to the expense of making such a study. 
The information gathered by governmental agencies does 
not always reach the farmer, and many farmers are not 
capable of making a proper analysis of it when it is received. 
When the information goes forth that the production of 
wheat is in excess of the needs and that a reduced acreage 
is advisable, it is very difficult to get farmers to act upon 
this advice. In many cases they think that it is given for 
the purpose of misleading them and thus enriching dealers 
at their expense. Again, many farmers reason that since 
there is an effort to reduce production, the supply will prob- 
ably be short next season and prices good. If such is true, 
it would be a wise plan for them to increase acreage instead 
of decreasing it. As has been previously mentioned, it is 
very difficult to control the amount of production merely by 
changing the acreage planted. Nature is a very important 
factor in determining yields. Many times, decreased acre- 
age brings forth a larger total crop. The farmer is an in- 
dividualist. He plans his enterprise as he sees fit. There 
are so many farmers that it is hardly feasible to control the 
amount of production by sending out advice. 

The same limitations also apply in regulating the flow of 
produce to market after it has been harvested. Individual 
desires and needs of farmers are of such importance in de- 
termining the time and rate of marketing that advice to 
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market in a more orderly manner has very little influ- 
ence. 

In many industries, the evnls of over-production and dis- 
orderly marketing were recognized long ago. To overcome 
these evils, combinations were effected. In cases where 
economies were to be secured from large-scale operations, 
consolidation of plants took place. The primary purpose of 
these combinations was to temr)er competition and pre^•ent 
the irregular flow of goods which broke the market. Those 
combinations which have not taken undue advantage t)f 
their position and power have been of social value, since 
they have tended to regularize industry and stabilize* mar- 
kets. 

There is a very similar movement among farnu*rs at the 
present time. This is called the cooperative morciuent and 
has been looked upon in a very different light from that of 
combination in industry; however, the primary purpose of 
the two Ls the same. In agriculture, eomi)etition, disorderly 
marketing, and the production of things consumers did not 
want have caused the rewards for scrrvicc to be very slight. 
F’ar-seeing farmers realize that these unfavorable factors 
must be eliminated if agriculture is to be a profitable busi- 
ness. Combination — or cooperation, as it is called — is 
intended to be of very great assistance in accoinplisliing 
this. 

This cooperative movement in agriculture, if properly 
directed, is not one to be feared by other classes of society 
but rather one to be encouraged. Cooperation should 
bring stability to agriculture and permit farmers to do col- 
lectively those things which cannot be so efficiently done 
individually. Some tilings which can be done better col- 
lectively are: 

1. Study of market demands — as to quantity and 

quality. 

2. Grading, packing, and preparation for market. 
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3. Storage (in some cases). 

4. Financing. 

5. Experimenting in methods of production. 

6. Dissemination of information. 

In agriculture, as in industry, it is quite essential that 
production be carried on with due regard for the demands 
of consumers, and that the product bo put on the market at 
the prop(;r rate, so that gluts or shortages will not occur. 
In the industrial world, concerns are managed, in most cases, 
by men who dev'otc most of their time and attention to prob- 
lems of management. The farmer is manager and laborer. 
Farm operat ions are on a small scale and the enterprise can- 
not afford the expense of specialized management. The in- 
dustrial manager realizes the importance of studying his 
market and his selling problems. The farmer, on the other 
hand, devotes practically all of his time to the problems of 
production. 

Since selling is becoming as important a factor in agri- 
culture as it is in industry, it is necessary that the selling or 
market probhnns of agriculture be given more attention. 
Farm jn-oducts must flow to market more in harmony with 
the demand for them, if prices are to be kept at the point 
wlnire farming is remunerative. Because of the nature of 
the business, agricidtural (*perations cannot be decreased to 
any great extent when business depressions come. Lack of 
finances prevents the holding of goods off the market. Ig- 
norance of market conditions hinders the farmer in selling 
at the right time and place. Lack of knowledge of market 
demands causes production to be guided only by the indi- 
vidual desires of the farmer. Inability to control accurately 
the amount of production causes the whole problem of con- 
trol of supply to be more obstinate. 

Much can be done to jissist in the problem of coordi- 
nating the supply and the demand of the market by a com- 
prehensive study of the whole market by groups of farmers. 
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Cooperation will enable farmers to do some things which 
they could not do individually. By cooperation certain 
problems of production and marketing can be studied and 
more efficiently handled. One fundamental is that farmers 
must produce and market in accordance with the demands 
of the market. Cooperation can never control price; it can, 
however, make the flow of produce to market more orderly 
and bring about productive economies. 

Manipulation of Demand. — A scale can be made to 
balance by adding more weight to one pan or taking off 
weight from the other. If the stability of the beam be 
likened to the stable price which is to be desired in the 
market, this state of stability can be brought about by 
controlling the amount of weight put into the “supply” 
pan. If supply is heavy and the stability disrupted, fewer 
goods can be placed on the market. However, the same 
result can be accomplished if more weight is placed in the 
“ demand ” pan. To maintain market stability, the rela- 
tionship between supply on the market and demand for 
the product must be such that price will settle at the 
proper point. By either decreasing supply or increasing 
demand this condition will result. Hence, man in every 
line of business is attempting to control the gates of supply 
so that the flow of goods will be such that price will not 
fall and threaten profits. The profit incentive in business 
is a force which makes all who have goods to sell endeavor 
to maintain price. 

As has been indicated in the discussion on control of 
supply, many difficulties arise which make it impossible to 
maintain price at the desired point by control of supply. 
In some lines of industry it is almost impossible to have 
control over supply to an extent sufficient to bring this 
about. This is especially true in the case of agriculture. 
When such difficulties arise, the seller of goods turns his at- 
tention to the demand and attempts to manipulate it so that 
the same results will be accomplished -as if the supply had 
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been controlled. In most businesses these processes of con- 
trolling supply and stimulating demand go hand in hand. 
When business is expanding, it is quite natural that the at- 
tempt be made, not to curtail supply, but to increase demand 
in order to give stability to the market. 

For an industry, as a whole, the effective manner of in- 
creasing demand is to advertise. Advertising is a force in 
modern business about which we know very little at the 
present time. We do know, however, that it increases 
business and that the concern which does not advertise is, 
as a general rule, lost in the race after profits. Particularly 
in the case of a new product, advertising of some sort must 
precede sales. Demand is essential to a sale, and demand 
can never exist unless there is a desire to be satisfied. There 
can be no desire unless there is knowledge; therefore, 
the existence of the good and what it will do must be 
brought to the attention of the possible buyer. This 
type of pioneer advertising is educational and, if the 
product is of the right type, socially valuable. The self- 
binder, typewriter, electric iron, adding machine, auto- 
matic machine drill, and such products provide a service 
which is of value. Man would not have bought such 
products, however, unless he had been advised of their 
existence and educated as to their use. This has been 
done by advertising. Demand has been created and there- 
by a market provided. 

There are some products which have always been known 
to man, but the demand for them has not been sufficient to 
maintain those conditions in the market which sellers de- 
sired. Since the beginning of time, it has been known that 
milk is a good food. Very little effort was taken in the de- 
velopment of the milk market until production began to 
catch up with unstimulated demand. Recently, educational 
campaigns have been carried on in order to increase the use 
of milk. These campaigns have, for the most part, been 
inaugurated by health authorities and not by the producers 
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of milk. The consumption of milk is gradually being in- 
creased. Milk market stability resulting from increased 
demand is much more to be desired than that resulting from 
decreased supply. 

It is through advertising campaigns that the growers of 
fruits and vegetables hope to bring stability to their markets 
by increasing demand. Already the consumption of or- 
anges, prunes, raisins, grapefruit, lettuce, and other prod- 
ucts has been greatly increased by advertising. Such ad- 
vertising is based primarily upon appeals on the basis of 
hcalthfulness. 

The possibility of maintaining price by influencing de- 
mand is very great in the case of some products. The de- 
mand for manufactured products, other than food, is capable 
of being increased greatly, the limit being subject only to 
the purchasing power of the people. In the case of food 
products, demand in the aggregate cannot be very greatly 
increased. Some agricultural products, such as milk, fruits, 
and vegetables, are subject to very great increase in demand; 
but such increases will decrease the demand for other kinds 
of food. Demand can be increased by advertising, but a 
point will ultimately be reached where the possibilities of 
further extension are very slight. Advertising at this point 
becomes the agency whereby the custom of one concern is 
transferred to another. Advertising then becomes not a 
means of stimulating demand for the trade as a whole and 
maintaining price, but a means of increasing the sales of one 
concern. Such manipulation of demand cannot have a 
stabilizing influence on the market. The only means of 
bringing such stability about would be through the control 
of supply. 

On the whole, agriculture will have very serious diffi- 
culties in influencing demand to any marked extent. Fruit, 
vegetable, and milk producers have vast possibilities along 
this line. Such demand stimulation will take a long time 
for full development and will not be very effective in cases 
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of temporary declines in market price. Stability of the 
agricultural produce market cannot be assured by manipu- 
lation of demand. However, there are possibilities of sta- 
bilizing the business of individual farmers or groups of 
farmers by the creation of a demand for their particular 
product in certain markets. 



CHAPTER XII 
MARKET INFORMATION 

A fair exchange is not likely to result from a meeting of 
sellers and buyers unless both sides have the same amount of 
information concerning the condition of the market. The 
most important information necessary in bargaining in the 
large markets of the world is that concerning the extent and 
nature of the demand and the supply. 

In the agricultural market, much material has been 
gathered bearing on the supply side of the problem. There 
are the forecasts of yields, condition of crops, acreage esti- 
mates, weather forecasts, amounts held in storage, and in- 
tentions to plant, which are for the purpose of giving the 
farmer, trader, and consumer as reliable information as pos- 
sible concerning the real or potential supply. I’he farmer 
has not utilized this information as well as he might. Gov- 
ernmental reports have been of great value to agriculture, 
in spite of the fact that traders have studied them more 
diligently than have the men on farms. The trader has 
received, no doubt, a greater benefit than the farmer from 
this information, for the reason that he has made more use 
of it. Agriculture, because of lack of organization and in- 
ability to properly analyze these supply statistics, has not 
been able to utihze to the best advantage the service which 
has been offered. We are progressing very well in securing 
information on the supply side. These reports by the De- 
partment of Agriculture should be studied and interpreted 
more carefully by fanners. 

On the demand side of the market, however, we have 
done very little to secure facts. This is due quite largely to 
the circumstance that it is more difficult to measure demand 
than supply. The farmer has known practically nothing 
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about demand. Industry does not know as much as it 
should, but the shrewd trader has studied demand and is 
better able to estimate it than the farmer is. The trade has 
the advantage when it comes to the demand side of the mar- 
ket. The task for the farmer is to make a study of the de- 
mand for his produce so that he will not be at a disadvan- 
tage when he goes to the market place. If one is to sell in 
a market, he must know what the market wants. A study 
of demand is the basis of improvement of the agricultural 
market. Demand must be known by the faJTner, not only 
to put him on an equal basis with the trader, but also to 
guide his production in such a way that it will give him a 
market for what he grows. It is in the interest of society, 
also, that the things which it wants be produced instead of 
things which cannot be utilized. 

The Kind of Produce Wanted. — No market can be 
supplied with the things required to suit its demands unless 
the producer knows what these demands are. Successful 
manufacturers and traders are always seeking out informa- 
tion about the market. They are trying to determine what 
makes this or that product sell; why this article brings a 
higher price than that one. It is more economical for the 
seller to sense demand and try to meet it than to attempt to 
change it. Only in tho.se cases where the seller does not 
have the product already demanded, or where he is at- 
tempting to place a new article on the market, does he need 
to develop a new demand. The creation of demand is an 
expensive business. Whenever it is possible to supply 
goods already demanded, the seller has a distinct advantage 
in his market program. 

The first essential for successful selling in a market is to 
determine what that market wants. One market may want 
one kind of product; another may want something quite 
different. In Boston, the brown egg is desired; in New 
York, the preference is for the white. The seller of eggs 
will be wise to provide the people of these cities with the 
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kind of eggs they want instead of attempting to change 
their desires. 

As industry has attacked the problems of production and 
applied science to them, so must we apply the same methods 
to the problems of the market. It is not scientific to at- 
tempt to produce crops in an unfavorable soil and climate. 
Farmers who have settled new countries have attempted to 
grow the crops they were accustomed to in their former 
homes. The poor results which they obtained year after 
year have caused them to change the kind of products 
grown, if unsuitable ones were selected in the beginning. 
Agricultural science has been of great assistance in ana- 
lyzing soil and climatic conditions and in selecting the proper 
crops for different communities. The development of agri- 
culture has not been entirely haphazard. The “ plant and 
try” method of crop selection has been an expensive one, 
but in the course of time it has been quite effective in the 
elimination of those crops which were not suited to climate 
and soil conditions. 

Since agriculture has changed from a self-sufficing to a 
commercial enterprise, it is necessary that the sole test of 
what should be produced in a locality must not be the 
amount of production possible. Agriculture as an industry 
is not carried on now for production purposes only, but is 
operated for the markets of the world and the millions of 
consumers located in different places. It is, therefore, es- 
sential, if the industry is to be successful, that production 
be conducted with due regard for the needs of the market. 
Before the marketing of agricultural products can approach 
that degree of efficiency which is desired, it is necessary that 
the market be studied scientifically. This involves what 
has been called market analysis. 

In making this market analysis, many things must be 
done. The first essential is to determine what the market 
wants — what is the demand. Some markets want some 
things; others want other things. Because of the dietary 
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habits of certain people, a given product might not sell in 
their market at all, whereas it might be in great demand in 
other sections. People in the Northern states are not ac- 
customed to eating watermelons. They do not know what 
good melons are. The per capita demand for this product 
is not so great as it is in the South, where an appetite for a 
real melon is acquired before the consumer learns to walk. 
The sweet potato is an important article on the Southern 
menu, because the Southerner has acquired a taste for it. 
In Boston the white bean is used more extensively than it is 
in the South. Along the New England coast, clams are a 
(ihoice dish, while in the .semi-arid sections of the Middle 
West, clams would not be readily obtainable. Aside from 
the usual exceptions, the seller of produce is mo.st certain to 
attain success by meeting the demand as it exists rather 
than by attempting to change it to suit the prt)duct which 
he has for sale. The purpose of all production is consump- 
tion; therefore, it should be directed to meet the desires of 
the consumer. 

There are different grades and types of particular prod- 
ucts. Some markets demand one grade; some another. 
The appearance of the product has more influence than the 
flavor in attracting customers in some localities. Size is 
a factor which influences the sale of some commodities. 
Color and uniformity directly affect the actions of certain 
buyers. It is not enough to know that certain markets 
require potatoes or apples or oranges or eggs. The shrewd 
seller must know what qualities in potatoes, apples, oranges, 
or eggs the different markets demand. There is a wide 
range of difference in the demand for butter, meats, and 
lettuce. 

In order to sell successfully, products should be sent to 
the market which offers the highest price. Farmers should 
learn the whims and fancies of the different markets and at- 
tempt to meet those fancies.* The best-quality products 

» See U. S. D. A. Yearbook 1904, pp. 417-434, 
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should go to the market where they will sell to the best ad- 
vantage, while poor-quality products should be sent to mar- 
kets where less attention is given to quality. The greatest 
returns will come to the seller who takes his product to the 
market offering the highest price for that type of goods. 

Concerning market demands, the United States Depart- 
ment of Agriculture states: 

“ It cannot be said that market demands are unreason- 
able. The standards demanded or preferred by the whole- 
sale dealer are not to be fearetl. A few large consumers, 
such as railroad dining-car departments, hotels, and clulxs, 
are willing to pay an extra price in order to obtain six^cially 
selected, practically perfect stock. ... It is said at times 
the offerings of potatoes of this grade are not sufficient to 
meet the demand. Most growers, however, are more in- 
terested in the demands of the average con.sumer. This 
great class of buytTS asks only for a grade of potatoes which 
is sound, free from culls or waste stock, and of good average 
size. The important point is that this class of consumers 
does not like to pay retail prices for defective, diseased po- 
tatoes or any commodity on which there is an unnecessary 
waste in preparation for the table. Deep-eyed potatoes are 
not so de.sirable as the shallow-eyed, smooth varic'ties. 
Dealers state that in addition to these two cla.sses of buyers 
there is sufficient outlet among other classes of trade for 
good second grade potatoes. 

“ It is a mistake, then, for growers or shippers to force 
ungraded or poorly graded potatoes on the second great 
class of buyers, the average consumer who uses a large por- 
tion of the crop, for these potatoes do not meet the demand 
and will seldom return the grower as large a profit as will 
well-graded stock.”* 

Some fundamentals of successful marketing are given in 
a recent issue of one of our farm journals: 

“ In selling poultry, quality counts, and quality is se- 
cured not only by the proper growth of birds, but also in the 
manner of dressing and the method of shipping. 

* Fanners’ Bulletin No. 763, pp. 19 and 20. 
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“ Our American breeds — the Plymouth Rocks, Wyan- 
dottes, Rhode Island Reds and Jersey Black Giants — best 
suit our American markets. These breeds fit the require- 
ments and tastes of our people, just as the Houdans, the 
La Fleche and the La Breese fowls suit the French epicures, 
and the Dorking, Oqnngton and Sussex meet the English 
demand. 

“ For successful marketing, therefore, it is important 
that the whims of the market be studied before it is decided 
what bre<;d to keep. Some markets call for small roasting 
fowls, others for medium, and still others for large. A selec- 
tion must be made accordingly. Here, in America, the yel- 
low-skinned carcass is in demand, while in foreign countries 
they want white-skinned birds. 

“ 'rhe market, too, is largely influenced by advertising. 
That is, a better price may be obtained for ‘ Philadelphia 
roasters ’ in the Middle states, and for ‘ soft roasters ’ in 
the New England states, than for (;arcasses of equal merit 
selling under different titles. The buying public becomes 
prejudiced to a considerable extent. Our American epi- 
cures will not take to a white-skinned table fowl when it 
comes to poultry, but they are eager for white-skinned tur- 
keys or other fowl. What’s the (liflference? I don’t know, 
but the whims of the buying public must be catered to or 
business stop.”* 

Information concerning the wants of different markets 
is of vital importance to the farmers of this country. Wh(*n 
this information is secured, attempts should be made to ad- 
just production to the needs and preferences of the market. 
No great improvement will come in agricultural marketing 
until such adjustments are made. 

Manufacturing industries with large amounts of capital 
and skilled specialists arc capable of making an analysis of 
the market. For the farmer this is a very difficult task. 
In very rare instances is the individual farmer capable of 
doing this for himself. He does not know how to go about 
it. His business is not on a large enough scale to justify 

• ‘‘DressinK Poultry to Win High Prices,” Michael K. Boyer. The Farm 
Journal, September, 1923. 
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such an enormous undertaking. The only feasible way of 
overcoming this difficulty is for farmers to do this work 
collectively. For the joint undertaking, farmers can secure 
the services of specialists to make an analysis of markets 
and, through proper organizations, pass this information 
back to the man on the farm, so that his production will be 
guided in the right manner. 

This type of service should be of value to the con- 
sumer as well as to the farmer. It is in the interest 
of society as a whole that the proper goods come to 
market, and no good purpose is served if things not de- 
sired by buyers go to market. The farmers nee*d informa- 
tion as to the requirements of the market. This informa- 
tion must be kept up-to-date, for the fancies of consumers 
are not always the same. Our habits as consumers are very 
apt to change in time. 

While it is not possible for the farmer to change his type 
of farming with the changing wliims and moods of consump- 
tion, a more intelligent marketing .system will result if this 
information is at hand. The demands of the different mar- 
kets should be known at all times and every effort should be 
made to meet them. Such a procedure would be more ra- 
tional and should result in more nearly meeting the demands 
of the buyers than the practice of sending things to market 
without regard to the existing preferences. There is a great 
lack of this type of market information at the present time. 
An effort in that direction has been made by some of the 
large farmers’ marketing organizations and by trade asso- 
ciations. Some information of this type is being provided 
by governmental agencies; however, nothing more than a 
small beginning has been made. As the great mass of farm- 
ers do not know about these things, it will be a large and 
difficult task to develop this type of work so that farmers 
may have the information they need. It is questionable 
whether this will ever be accomplished unless it is done 
through farmers’ organizations. 
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The Quantity of Goods Needed. — Second only in im- 
portance to information as to the kind of produce the mar- 
kets want is a knowledge of the amount needed. It was 
brought out in the chapter on Correlation of Supply and 
Demand that market stability cannot result unless the 
proper amount of produce comes to the market place. 
Agriculture is passing through a period of depression partly 
because the supply of farm produce is in excess of the de- 
mand at prices which will yield a favorable return. The 



market analysis should ascertain the quantity of different 
products needed in the different markets. This is a difficult 
task; many things must be taken into consideration in 
trying to arrive at the correct result. However, it is not 
altogether impossible to determine, within certain limits, 
the requirements of our people for the different products. 
We know, for instance, that 2.5,000,000 bales of cotton is 
quite beyond the amount which should be produced in the 
United States. 

As customs change, the demand for different products 
changes. Even though this is a very slow process, it is 
worthy of consideration. The practice of eating more 
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fruits, vegetables, and milk and less meat should be taken 
into consideration in outlining a program for agriculture for 
the next ten or fifteen years. It is folly to wait until de- 
mand and supply are entirely out of harmony before changes 
in agricultural production are made. Growth of population, 
our inunigration policies, and the composition of our popu- 
lation might radically change the demand for the different 
farm products during the next twenty or thirty years. Sta- 
bility in agriculture should be considered far ahead, so as to 
enable us to meet the emergencies when they occur. Sci- 
ence is delving into the problem of proper diets and agri- 
culture should be ready to meet the new demand when it 
comes. 

The emphasis placed on the value of milk as a food will 
cause its consumption to be greater in the future than it has 
been in the past. In the interest of society, it is essential 
that this demand be anticipated and preparation made to 
meet it. It would be unwise to assume that the production 
will take care of itself. Individual dairymen might increase 
their output, but if this increase is not guided by under- 
standing there is a possibiltiy of over-expansion in produc- 
tion and of a serious reduction in the net income of the 
dairyman. In its turn, this may cause a depression in 
dairy production and may lead to a shortage of milk and 
other dairy products. Unduly high prices will be the re- 
sult. 

How many apples will the market require in 1935? Or- 
chardists will face uncertainty and loss if they fail to plan 
production in the light of all the facts obtainable. The con- 
sumer also is likely to suffer when production is haphazard 
and not guided by all the information obtainable. Will the 
wheat-producing sections of the world be able to supply the 
wheat needed in the future at prices which will not be ex- 
orbitant? Shall we let production continue to be guided 
only by the fluctuating market? We need, both as farmers 
and consumers, all the information obtainable to guide pro- 
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duction along the proper channels, so that stability will be 
the result. It is wasteful to produce more than sane con- 
sumption can utilize. It is dangerous to produce less than 
consumers need. 

It will b(; very difficult to secure the amount of agricul- 
tural production whicih scientific analysis indicates as proper. 
As stated in a previous chapter, the farmer is an individ- 
ualist and will manage his farm much as he sees fit. The 
quantity of production cannot be regulated on the millions 
of farms as easily as it can be in the factory under single 
control. Nature docs not respond as readily to the desires 
of man as do machines and raw materials. The problem 
will be one of education among farmers and the application 
of more scientific methods of production. However, in 
si)itc of all the difficulties to be encountered, the amount of 
production over a series of years can be made to approach 
more nearly the demands of the market, if information con- 
cerning probable demands is available. This is a problem 
of SIS much iini)ortance to the consuming public as it is to 
farmers. 

The Quantity of Goods in the Different Markets. — The 

foregoing discussion rehited to the demand for products over 
a long period of time aiul the planning of production to meet 
those demands. In the case of many i)roducts, particularly 
the perishables, the (juantity in the market at any specific 
time is one of the most important factors influencing price. 
It is essential that produce flow to the market in quantities 
which can be utilized, either by dealers or consumers, if 
price is to settle at an equitable point and the public be 
enabled to utilize the supply to the best advantage. There 
is no good purpose sers’^ed if more peaches, poultry, or 
grapes go to a market than are required. There should be 
a distribution of the produce of the farms to the places 
where it can be used to the best advantage. Price depres- 
sions in a market are evidences that the supply is greater 
than that market can properly absorb. 
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If orderly marketing is to result, the shipper must have 
information as to the quantities in the different markets so 
that gluts will not occur. This type of information is now 
being supplied by the United States Department of Agri- 
culture. Every day during the shipping season, a report is 
made of the number of cars rolling to the different markets. 
Railroads permit the diversion of cars from one market to 
another if the shipper desires it. Some of the large farmers’ 
marketing organizations get reports on the number of cars 
rolling, sales in the different markets from day to day, 
weather conditions and forecasts. They are thus enabled 
to effect a better distribution of their product. Many pri- 
vate dealers have long been conducting their busines.s in the 
light of such facts, and for this reason have been more suc- 
cessful than the uninformed shipper. Such a procedure 
greatly reduces the risk of market gluts and permits a dis- 
tribution of produce to the places where it will find a more 
favorable market. Real marketing information is essential 
to the proper utilization of perishable products. 

Concerning the importance of market information, the 
United States Department of Agriculture says: 

“ Traveling by faith rather than by sight has sometimes 
been recommended as wise policy, but produce growers used 
to find it frequently and mightily disastrous when they fol- 
lowed it perforce, before the establishment of the Crop and 
Market Reporting Service of the United States Department 
of Agriculture. Of course, some of them are still following 
the faith system of growing and marketing because they 
have not seen fit to use the eyes furnished them by the Gov- 
ernment reporting service, and these are still planting, 
gathering, and marketing at random. A constantly in- 
creasing number, however, are looking around and ahead, 
seeing what other sections are doing, finding where any 
shortage or surplus is likely to be produced, ascertaining 
special advantages or disadvantages in consuming centers, 
and generally getting a forecast of the market from crop and 
other conditions, the country over. Thus the more far- 
sighted southern potato growers take into account the vol- 
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ume and probable movement of the northern crop and the 
amount of the old crop likely to be left over until spring. 
Even the northern growers may put in a late acreage and 
top-dress the crop if the general situation suggests a shortage 
caused by a reduced acreage or by a hard spring frost in 
parts of the northern territory. 

“ Texas onion growers use every means to ascertain the 
amount of old northern stock in storage and the rate at 
which it is going to market. The southern grow'ers of cab- 
bage, celery, and other special crops make similar calcula- 
tions. Orange growers in I’lorida and California judge the 
outlook as affected by the probable supply of northern 
apples during the winter and spring seasons, and the northern 
orchardists are interested in the citrus-crop prospects as 
affecting the demand for northern fruit. 

“ Producers of hothouse crops also have a similar general 
problem. Said a well-known eastern lettuce grower some 
years ago, before the Government crop and market re- 
porting services had been developed: ‘ I would give $500 
a year for quick news of the acreage and condition of south- 
ern lettuce.’ He (lould hold back his crop or adv^ance its 
maturity considerably by a variation in greenhouse man- 
agement. When news of a destructive freeze in the South 
reaches northern growers of hothouse products, if they are 
on the alert, sect! beds and moisture are prompt^ regulated 
to take advantage of the shortage soon to occur, while near- 
by box dealers at once look up available supplies to meet 
the coming emergency. Unexpected weather conditions 
may enable a damaged crop to recover quickly or may de- 
stroy a promising outlook, but in the long run the compara- 
tively few growers w'ho study country-wide conditions are 
likely to come to good markets with large crops more often 
than the average growers. 

“ The majority of growers are likely to plant more or 
less unconsciously by the past rather than by probabilities. 
For this reason, a crop that paid well one season is likely to 
be overplanted the following year. Thus the short and 
high-priced potato and onion crops of 1916 were followed 
by very heavy planting in 1917 and also by liberal planting 
in 1918. The short bean crop of 1916 was followed by 
a great increase of acreage in each of the two following 
years. The rule to plant lightly after a bad crop and 
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heavily after a large one, is not always safe, but it has proved 
safe oftener than the opposite course. Since official price 
statistics are now available for several years, the wise gi'ower 
can plan his planting for the market in the light of a definite 
knowledge of the probabilities. 

“ In marketing, this general principle of one extreme 
following another is frequently in evidence. Markets that 
are scantily supplied to-day may soon be glutted, but the 
shipper who acts promptly according to market reports of 
scarcity can often reach such mark(‘ts early and receive the 
advantage of high prices. Handling shipments correctly in 
this respect requires all the judgment the shipper may possess 
even with the most promi)t and reliable market news that 
he can secure. The recent development of a class of largo 
distributors able to direct shipments successfully is doing 
much to equalize prices in the various mark(>ts of the 
country. The figures supplied by the railroads to the 
United States Department of Agriculture show that the 
greater part of some crops shippe(l long distances is shipped 
not direct to markets but to ‘ gateways ’ and sent to final 
destination by diversions at these points, the diversions 
being made by order of the shipi>er in accordance with the 
condition of the various markets or with sales made while 
cars are rolling. By this system many markets are kept 
fully supplied by purchases of (lar lots soon to arrive, or 
within one or two days’ run of those markets. This has a 
steadying effect on prices and usually tends to discourage 
consignment shipments to .such points. 

“ All shippers now have access to official market in- 
formation which enables them to judge for themselves re- 
garding the probable market conditions at the time when 
their shipments should arrive, and to act accordingly. 
With the less perishable crops like northern potatoes and 
apples, they may ship almost anywhere at any time, and 
may hasten or delay the movement if market conditions 
warrant such action. Thus during the past season, some of 
the southern potato growers, knowing the short crop fore- 
cast for Virginia and Maryland, and suspecting the begin- 
ning of a better market, held their potatoes a few weeks and 
were rewarded by advancing prices. For the same reason, 
some northern growers dug and marketed their potato crop 
a little earlier than usual. A short crop of anything in any 



THE EFFECT OF ABILITY TO PAY ON DEMAND 205 

leading producing section creates an opportunity for pro- 
ducers in a competing section. 

“ On the other hand, greatly increased acreage and a 
favorable crop outlook in a prominent producing section 
may suggest the need either of haste or of delay in marketing 
the produ(!t from some other sections the output of which 
normally comes to market at about the same time. In 
some seasons the supply is too great to be marketed satis- 
factorily, even without special competition from other sec- 
tions, and it is such conditions that often force growers to 
unite for self-preservation. At these times they are in a 
frame of mind to cooperate in grading, packing, shipping, 
and advertising the product and to seek and develop new 
markets. Sucli efforts, begun as a last resort, have often 
vastly improved the position of growers, securing increased 
returns not only in the season of emergency, but also in the 
normal years that may follow'.”^ 

The Effect of Ability to Pay on Demand. — Desire is the 
basis of demand, and, therefore, of value, for nothing has 
value unless people desire it. While desire is the basis of 
all value, there is another very important factor which de- 
termines demand and that is the ability to pay. There are 
many people with the desire to posse.ss an automobile who 
have no effect on the demand for automobiles for the reason 
that they do not have the means with which to buy. A 
man’s desire for a new home has no effect on the build- 
ing materials market unless he can pay the price. Desire 
cr>’stallizes into demand only when there is ability to 
pay. 

With changes in demand must come changes in produc- 
tion, if goods are to be saleable. Changes in demand come 
with changes in desire or ability to pay. If goods are not 
demanded, they can not be sold. Demand must be the 
regulator of production if production is to be carried on 
profitably. In making an analysis of demand, due con- 
sideration must be given to the purchasing power of the 


* U. S. D. A. Yearbook 1918, pp. 277-280. 
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market as well as to the desires or needs of the com- 
munity. 

Some markets have greater purchasing power than 
others. The producer of high-grade goods, in order to get 
the highest return, must select the market which has the 
ability to pay the price for high-grade produce. The farmer 
should grade his produce in such a manner as to enable him 
to send the kind which can be sold in the different markets. 
It is useless to send high-quality and high-priced produce to 
a market where the buyers have very low incomes and must 
economize on their purchases. High-grade goods should go 
to the market where the consumer does not need to count 
his pennies. The man with a large income buys high qual- 
ity because he can pay the price. 

To gauge the demand accurately, the seller must know 
not only the desires or needs of the market, but also its pur- 
chasing power. In making an analysis of demand, careful 
attention should be given to the income of the different 
communities. Business depressions cause prices to go down 
for the reason that demand falls off. Demand falls off be- 
cause of the decreased purchasing power of the people. 
During periods of depression the income of all communities 
does not decrease to the same extent. The industrial cen- 
ters suffer great decrease because of unemployment due to 
the shutting down of plants, while a non-manufacturing 
community like Washington, D. C., is not greatly affected. 
The differences in markets must be taken into considera- 
tion. Moreover, decreased purchasing power does not have 
the same effect on the demand for all kinds of produce. 
There is an intimate relationship between industrial condi- 
tions and the relative demands for farm produce. When 
wages do not advance as rapidly as prices, there is an in- 
creased demand for grains and vegetables and a lessened 
demand for animal products. 

Market analysis should not be made primarily for the 
purpose of sensing the demands of the present, but should 
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be the means of indicating, if possible, the trend of demand, 
so that future production can be better regulated. A con- 
tinuance of industrial activity in our large cities and steady 
employment of laborers at good wages will maintain a 
strong demand for vegetables, milk, fruits, and meat. An 
industrial depression, on the other hand, will cause a shrink- 
age in the demand because of the lack of buying power. No 
study of demand is complete if it does not include a study of 
income. 

Price Information. — Prices are indications of the 
strength of the market and the quantity of produce needed 
to meet the demands. A market in which the price is 
firm is a good place to sell in. A weak market should be 
shunned. A seller cannot wisely market his goods without 
keeping in touch with the prices in the different markets. 
It is by watching prices and sending produce to the market 
which has the greatest pulling force that proper distribution 
and best financial returns can be secured. All other factors 
in the market are usually reflected in price. However, 
prices might bo low in a certain market because of the qual- 
ity of the product. A low price in this case would not 
justify the withholding of shipments from this market. On 
the contrary, it might make it desirable for the shipper to 
enter with high-quality produce. Prices are very important 
factors to consider in selecting the market, but they are not 
the only and deciding factor. 

The produce seller needs to know the trend of prices. 
He must watch them from day to day. Since the movement 
of some goods is very rapid, the conditions in any given 
market may change very quickly. Price information must 
be kept up-to-date. The prices published in the country 
weekly paper are of very little value to the shipper. C(m- 
ditions may change — and usually do change — before the 
farmer can get his produce to the shipping point. If selling 
is to be on a scientific basis there must be some means for 
the farmer to get information concerning prices and other 
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pertinent market data. This information must be carefully 
analyzed. With few exceptions, this is an almost impossible 
task for the individual farmer. Market information can 
best be secured by farmers as a group and then disseminated 
to the individuals. 

Another reason why the seller should keep in touch with 
prices is to enable him to know whether the price offered is 
in keeping with the conditions of the market. Without a 
knowledge of market trends and conditions, the farmer can- 
not sell with any degree of intelligence. An equitable price 
does not result, as a general rule, unless equal knowledge of 
the market is held by both parties to the deal. Information 
concerning prevailing prices is vital. 

Quantities in Storage. — Non-perishables are stored and 
held over from the harvest season until needed by consum- 
ers. There is a considerable hold-over of wheat, cotton, 
tobacco, and wool each year. The crop forecasts tell the 
amount which will probably result from the current year’s 
production. The amount held in storage will have a direct 
influence on the supply available to meet the consuming de- 
mands for the next season. Eggs, butter, and other semi- 
perishables are held in cold storage from the season of high 
production to the period when consumption is greater than 
production. The price for these foods will depend greatly 
upon the amount which is being held in storage. Unless the 
seller of produce knows what the amounts in storage are, he 
does not have all the information which has a bearing upon 
the market. 

Crop Condition and Forecasts. — The price which a 
dealer will pay for a good is arrived at by estimating the 
amount he can sell it for at some future time. The price a 
consumer pays is based upon what he considers this partic- 
ular good to be worth to him in the satisfaction of his wants. 
Prices in the dealer market are based upon what the con- 
sumer will pay at some future time. If the good is a perish- 
able one, the time elapsing between the sale to the dealer 
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and the sale to the consumer must be short unless there are 
ample cold-storage facilities. If the good is a non-perish- 
able one, the time elapsing between the sale by the producer 
and the purchase by the consumer may be longer. When- 
ever a long time elapses between production and sale to the 
consumer, there is a greater risk, and more elements will 
influence price. 

Supply on the fresh fruit market — peaches, grapes, 
berries — is affected only by the quantities which are 
flowing to the market from day to day. There is no hold- 
over in storage. In such a market, the condition of the 
crop as the season of marketing progresses has a vital influ- 
ence on the price. If is only during the season of marketing, 
however, that reports on crop conditions influence price, for 
there is no market except, at such times. However, fore- 
casts which indicate a large or short crop of one fruit will 
have an influence on the price of another. For example, if 
a low' production of grapes and a])ples is forecast, the price 
of peaches will probably remain strong even though the 
supply of peaches is large, for if the housewife cannot 
secure grapes and apples for canning she will buy more 
peaches. 

In the non-perishable market, every bit of information 
which shows a change in the probable amount of the coming 
harvest will immediately have an influence on the i)rice. 
If production is to be short, the stocks in storage must be 
conserved. If, on the other hand, i^roduction is to be great, 
the quantities now' in storage will be moved out into con- 
sumption as rapidly as possible. This holding back or 
putting out more rapidly is affected by price changes. The 
agency which supplies information leading to such price 
changes performs a valuable social service. 

Farmers need forecasts on crop conditions and probable 
production to enable them to know' more accurately what 
their products should bring on the market and to guide 
them in their productive operations. “ The purpose of 
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agricultural forecasting is the wise guidance of production 
in order that there may continue to be a proper balance be- 
tween the various lines of production and between agricul- 
ture and other industries.”^ 

Information Concerning Trade Practices and Market 
Services. — Everyone who sells in a market should under- 
stand that market. The farmer should know about the 
market channel through which his produce passes after it 
leaves his hands, if he is to market wisely. There are 
certain market services necessary. There are certain ex- 
penses incurred along the path from producer to con- 
sumer. The farmer should know about these so that he 
may have a realization of what the middleman docs for 
the pay he receives. Ignorance of market services has 
caused much unjust criticism of dealers and of our pres- 
ent market system. In many instances, farmers have 
gone into the business of marketing their own produce 
because they thought middlemen were taking more than 
their just share of the “ spread.” The results have often 
been disastrous. 

In the handling of goods from the local shipping point 
to the consumer’s door, many expenses and wastes occur be- 
cause the goods have not been properly handled by the pro- 
ducer. Fruit and vegetables are not always packed so as 
to withstand the hardships of the market journey. The im- 
portance of grading is not known to every farmer, and this 
lack of knowledge may lead to a low price and much waste. 
Every practice which prevails in a market should be known 
to the seller of the goods, so that he may properly prepare his 
produce. 

Through organization, farmers can secure the different 
kinds of information necessary for efficient marketing. Not 
until such information is secured and used as a guide, will 
agricultural marketing be so improved as to bring beneficial 

' Dr. H. C. Taylor, Chief, Bureau of Agricultural Economics, U. S. D. A., 
in an address to students of Cornell University, Aug. 11, 1923. 
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results to either the farmer or the consumer. Real informa- 
tion, facts, truth, will enable us to see the weaknesses of our 
present practices. It is only by mere chance that we may 
correct our ways without fimt getting the necessary informa- 
tion. 
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MARKET WEAKNESSES AND THEIR REMEDIES 

Science has made it relatively easy to produce goods. In 
industry and agriculture, all would be weU if there were only 
the problems of production to deal with. Before the days 
of great advancement in appUed science, it was difficult to 
produce goods. Man used his industry and physical force 
to induce Nature to give up the things he desired. He 
labored through long and weary hours to fashion the raw 
materials into forms which would suit his convenience and 
fancy. The great difficulty of that age was to obtain the 
goods. The development of civilization and culture w^as 
hindered by the lack of material goods and by the long hours 
of toil required to get the bare necessities of life. 

It was not the man of unusual physical endowment and 
the longer hours of labor that relieved the situation, but the 
man of thought from whose brain came invention and dis- 
covery that freed mankind from the ever-threatening specter 
of want. The thinking man found the way out. Mechan- 
ical inventions, chemical discoveries, and the development 
of agricultural science have enormously increased the facil- 
ities for making goods. 

Applied science has stimulated the flow of vast quan- 
tities of goods to market. No longer does the consumer 
live in squalor because society is incapable of producing 
those things which make for comfort, pleasure, and culture. 
The goods are waiting for the buyer. In most cases the 
buyer is sent for. 

The one serious problem which confronts all producers 
of goods to-day, whether their product be milk, silk shirts, 
wheat, automobiles, or jazz music, is that of selling. The 
millennium would surely arrive in the world of industry if 
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each producer could sell all his product at cost plus a rea- 
sonable profit. To many this seems a just and equitable 
price. It is, provided cost is just, equitable, and determi- 
nable; and buyers are willing to pay the price. 

That there are differences between the problems of pro- 
duction and selling is almost universally recognized. Pro- 
duction is based primarily upon natural laws which are exact 
and ever the same. These laws can be learned by man. 
The development of science is a part of the process of 
learning. The sale of a product, on the other hand, is based 
primarily upon human valuations. Human valuations, de- 
sires, fancies, and whims cannot be foretold with certainty 
and are measurable only in terms of the amount of money 
the buyer is willing to give up for a certain thing. The 
amount of money a buyer is willing to give up in order to 
secure a good depends upon (1) the intensity of the desire, 
and (2) the buying power of the purchaser. 

Any producer of goods who starts his productive machine 
to work and tells it to grind salt, salt, and nothing but 
salt,” is likely to sink his ship of commerce. That his 
machine will grind salt well and that he particularly likes 
to grind salt are not reasons why he should grind it. People 
may not want salt. They may want dill pickles and radio 
sets. The fact that our productive machinery can produce 
things well is no reason why people should want them. 

Before the era of industrial development, it was quite 
easy to sell almost everj'thing produced, as there was a 
dearth of goods. Attention was given to improvements in 
production, in the belief that everything which was made 
would attract a buyer. The industrial world has too long 
confined its attention to productive processes. What is es- 
pecially needed now is a study of consumption. 

The world of industry and commerce has been studying 
demand. It has attempted to bring demand and production 
into greater harmony. Agriculture has sadly neglected this 
phase of its business. Instead of making a scientific study 
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of the demand for farm products, the possibilities of the 
available markets, and the problems of selling, farmers have 
devoted too much time and effort to airing their grievances 
against other classes of society. Instances may be cited, no 
doubt, to show that farmers have failed to receive just re- 
turns on produce sent to market. However, it is fallacious 
to assume that farmers, as a class, are selected to be the 
victims of injustice. With the present organization of our 
economic machinery, every man is going to get the greatest 
profit he can. Lack of information makes it impossible for 
a seller to be on equal terms with the buyer who has in- 
formation concerning the market. The farmer is not bea,ten 
in the market place because he is a farmer, but because he 
does not know about markets and market conditions. 

It is hard to say just what things are necessary to bring 
about the desired improvement in the market for agricul- 
tural products. There are some things, however, which can 
be done to bring advantages to both farmers and consumers. 
It should not be the purpose of any movement to secure 
lower prices to consumers at the expense of farmers, nor 
higher prices to farmers at the consumers’ expemse. Equity 
will not result if the aim of the market improvement pro- 
gram is to take something from one class merely to give it 
to another. Marketing should be considered as a part, of the 
process of making goods available for the satisfaction of 
wants. The market processes should be so performed that 
they will bring forth the greatest returns for the economic 
effort expended. 

The attention given the market problem during the past 
ten years has resulted in the discarding of some of the old 
theories concerning market defects and improvements. It 
has been found that the problem is not as simple as it was 
once thought to be. There is something more to it than 
“ the elimination of the middleman.” Improvement of mar- 
keting is very vitally connected with the improvement of 
production. In many instances, much more can be done 
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to improve market conditions by proper action on the farm 
than in the market places. Improvement in the egg mar- 
ket, for example, can be brought about much more effectively 
by “ swatting the rooster ” instead of the middleman. 

Defects of the Agricultural Marketing System. — A 
study of marketing has brought forth a realization of some 
of the basic defects of our present system. Probably not 
all of the defects have been discovered. As time goes on, 
no doubt, conditions will change so as to bring forth new 
ones. At the present time, in the light of our knowledge of 
marketing, there are certain defects which are outstanding. 

1. Lack of Knowledge of the Demand. No market can 
be properly .supplied unless the producer for that market, 
knows what is wanted, in what form it is desired, and how 
much of it is needed. A study of demand is one of the basic 
requirements for the improvement of the agricultural mar- 
ket. The farmer should produce things for which people 
are willing to pay good prices. This is a service of vital im- 
portance to the consumer as well as to the farmer. Goods 
cannot be sold at remunerative prices unless they meet the 
requirements of the consumer. Demand must be ascer- 
tained as nearly as possible and production carried on with 
the view of satisfying that demand. Production must be 
guided by the desires of the consumer instead of those of the 
farmer, if the desired market conditions are to result. 

2. Lack of Standardization in Production. Since pro- 
duction is not guided by information concerning demand, 
there is a tendency for farmers to produce according to their 
fancies or preferences. There is too much variation in the 
kind of produce grown. Too many varieties are produced 
in one region. This great variety of produce increases the 
cost of marketing and decreases the return to the farmer. 
In those sections where the greatest improvement has been 
made in market conditions, there has been standardization 
of production. Concerning the value of this practice, the 
Joint Commission of Agricultural Inquiiy said: 
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“ The commission believes that the situation of the agri- 
cultural producer can be materially improved by a stan- 
dardization of production of crops in producing centers so 
as to permit more economic selection, grading, and prepara- 
tion of commodities in the producer’s local market, and 
recommends that the agricultural producers of the United 
States be encouraged to develop cooperative associations to 
hasten the standardization of agricultural production, im- 
prove the distributive processes, and reduce costs.”i 

The program of standardization of production has been 
delayed too long. Its recognition and adoption by farmers 
is one of the things that are basic to market improvement. 

3. Poor Preparation Jot Market. The dealer buys 
things which he can sell to the best advantage. The con- 
sumer buys things which appeal to him. One of the most 
important factors influencing the choice of the consumer is 
the appearance of the product. Uniformity is one of the 
most important items affecting the appearance of agricul- 
tural produce. Even though the consumer intends to buy 
only one article, he is attracted by a display that is uniform 
as to size and color. The purpose of grading is to bring 
about uniformity in size, color, and quality. Grading pays 
because it causes a better price to be obtained, and reduces 
waste. 

In almost every lot of produce coming from the field, 
there is a varying proportion which is unfit for market be- 
cause of defective shape, improper size, or poor quality. 
That portion which will not sell for enough to pay its mar- 
ket expense should be sorted out and left on the farm. A 
product is improperly prepared unless it is graded so that 
every unit of it is of the quality desired by the consumer. 

After a product is properly graded, it must be packed 
in such a manner that it can be efficiently taken to market. 
The packages must be such that they can be . easily and 
safely handled, and must at the same time protect the prod- 

< Report of the Joint Conuniasion of Agricultural Inquiry. Part IV, p. 9. 
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uce from injury. There is much loss of produce during the 
market process because of improper packing. Goods which 
have been properly produced will not retain their good qual- 
ities or bring good prices unless they are properly prepared 
for the market. 

4. Improper and Inadequate Storage Facilities. Some 
goods are not stored in such a way that quality is retained. 
The loss from improper storage is enormous. Wheat, com, 
hay, and cotton are classed as non-perishables, but there is 
an enormous loss of these products each year because of im- 
proper storage. Storage facilities must be such that the 
product will be preserv'cd, or waste will be the result. 
Wastes cause social as well as money losses. 

The facilities for storage must be adequate to hold the 
produce, so that it will not be necessary to place it all on 
the market within a short period. Sufficient storage space is 
essential to orderly marketing. Goods should move to the 
market places in accordance with the demand for them, and 
in quantities which will make it possible for the market 
machinery to take care of them properly. Adequate storage 
facilities, which will properly protect the produce and per- 
mit orderly marketing, are essential to market improvement. 

5. Inadequate Transportation. Rapid transportation 
has made the development of markets possible. There has 
been great advancement in facilities and methods of per- 
forming this essential market service; however, there arc 
still some defects which should be remedied. The most 
glaring of these defects are (a) carelessness in handling, 
(6) delays, (c) failure to keep produce at proper temperature, 
(d) lack of proper terminal facilities, (e) lack of facilities and 
equipment to permit rapid handling at times of hea\^ crop 
movement, (/) lack of transportation routes from certain 
local markets, (p) lack of adequate freight service from cer- 
tain local markets having railways, (h) lack of coordination 
of the transportation facilities of the country so as to per- 
mit the handling of transportation problems for the country 
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as a whole, (i) lack of a proper schedule of rates — some 
products are paying too high a rate in proportion to their 
value. 

While there has been notable improvement in methods 
of highway transportation, there is still a lack of an adequate 
system. Poor roads, indirect routes, and congested traffic 
make the transportation of produce from the farm to the 
local market, and from the wholesale market places to the 



Fig. 39. — Conjjjestion in the city market adds to costs. (C)oiirtesy Bureau of 
Markets, New Jersey Department of Agriculture.) 


retail markets in cities, an expensive operation. We have 
not yet learned how to load and unload trucks and cars 
rapidly. Our streets, store entrances, warehouses, and piers 
are not arranged so that freight can be handled without 
confusion, delays, and much extra effort. There is much 
room for improvement in transportation. 

6. Improper Handling. All through the production and 
market stages there is much carelessness in the handling 
of produce. This lack of care causes great wastes, which 
not only reduce the money income of those in the industry 
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but also cause a social loss. Elffort expended in the produc- 
tion of a good is of no effect if the product is later rendered 
useless for consumption. 

We find improper handling of goods on all sides of us, 
every day. Proper care is not taken to prevent damage to 
perishable prodiu^e. Fruits, vegetables, and dairy products 
are permitted to become too hot or too cold. Apples, 
peaches, and potatoes are bruised. The result is that eco- 
nomic goods are wasted, and value is destroyed. Returns 
to producers and handlers of the produce are thus reduced. 
If there is waste, someone must pay. At a time when costs 
are high and product? is expensive, it is very important that 
every effort in industry be productive. In addition to the 
waste due to lack of care during handling operations, there 
is also a waste from improper methods of handling goods. 
Waste from ifnproper methods is a waste of effort, while 
waste from lack of care in handling is a waste of physical 
goods. Every effort should be made to reduce wastes of 
all kinds to the minimum. 

7. Defects of Market Finance,. The financing of agri- 
culture is a task of great magnitude, and one to which much 
thought luis been given during the past few years. As a 
result of such thinking, coupled with agitation, banking 
laws have been modified with a view to remedying the unfa- 
vorable agricultural credit conditions. To what extent this 
legislation will bring the desired results is problematical. 
Credit is dependent upon things other than law'. There 
must be security, integrity, and ajylity to know when and 
how to use credit. In many instfflR?es there has been, no 
doubt, too easy credit, which has resulted in financial diffi- 
culties. Nevertheless, there have been difficulties in se- 
curing credit on advantageous terras to finance agricultural 
marketing properly. Much thought and study must be 
given this problem, as it is one about which we know very 
little at present. 

8. Presence of Too Much Risk. In the market there are 
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risks of physical loss of goods and price changes. Demand 
may change between the time when production is started 
and the time when the product is ready for the market. 
The supply of goods may be greater than was anticipated at 
the time production was planned. The risks due to physical 
loss can be reduced by better methods of handling and caring 
for goods. The risks of price changes can be reduced by 
better market information among producers and dealers. 
Uncertainty is the basis of risk. The dissemination of in- 
formation concerning the supply of goods and the demand 
for them will tend to reduce risks. Such information, how- 
ever, must be properly utilized if it is to be of value. 

9. Lack of Information, There is a lack of information 
about crop conditions, available supply, best markets, in- 
dustrial conditions, price movements, customs of people, 
the way people want things made or packed, and services 
desired; in short, the farmer has very little tangible infor- 
mation about all those elements entering into supply and 
demand. Better market conditions will not result without 
real information among farmers concerning the things which 
influence, or make, supply and demand. There must be a 
comprehensive study of the forces which make price. Un- 
less information concerning the market is available to both 
the seller and buyer, there can be no equality in bargaining. 

10. iMck of “ Orderly ” Marketing. Agricultural prod- 
ucts are not marketed in accordance with demand or the 
facilities for handling. Too often, produce is “ dumped ” 
on the market without any regard for the needs of the com- 
munity. Goods so offered can be sold at some price; but 
it often happens that such marketing will depress prices 
below the level justified by general market conditions. A 
heavy movement of a product will often overtax storage 
and transportation facilities, with the result that price will 
be greatly depressed. Production and marketing should be 
as nearly as possible in harmony with the demand of the 
market. 
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11. Lack of Knowledge of Market Processes. There are 
many people who do not know about the essential processes 
of marketing. This absence of knowledge is bad because it 
causes wrong actions. The stability of the market depends 
in a large measure upon the attitude of those in the market. 
Some farmers think middlemen are unnecessary. If every 
person producing for a market knew of the importance of 
the different market agencies, and how products should be 
prepared and handled, many of our market evils might be 
modified. Lack of faith in the existing machinery for the 
performance of market services is the cause of much unrest, 
agitation, and wrong action. Much of this lack of faith Ls 
due to a lack of real information about the services rendered 
by the different market agencies. What is needed is a sci- 
entific study of the market. Too many investigations are 
based upon prejudice and preconceived ideas. The market 
is difficult to understand. There are many factors entering 
into market practices which are difficult to analyze. The 
unbiased scientific methods of study which have been applied 
to the problems of production must be applied to those of 
the market. It is essential, if best market conditions are 
to prevail, that every person have real information con- 
cerning the processes 'of marketing. Remedies for all our 
market ills are offered readily by those who know nothing 
about the market; those who are famihar with the processes 
and practices of the market are not so confident that they 
have the ability to act as market doctors. The public needs 
to have a knowledge of the market because it is so closely 
connected with its operation. Real knowledge about this 
institution will prevent many wrong steps and will result 
in better market conditions. 

12. Dishonesty. In the struggle for wealth, men do 
many things which are not in keeping with rigid standards 
of honesty. “ Business is business ” is the excuse given for 
certain sharp practices. Under our present system of pri- 
vate profit, business is conducted for the primary purpose 
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of making profit. Service to the community is not the 
impelling force. Service is of vital importance, however, 
mainly in that it has an effect on profits. If service brings 
more profit, then service will be rendered. The modern 
business man has learned that honesty pays in business. 
This realization has done more to advance honesty than the 
recognition that honesty is right. In general, honesty pre- 
vails in business to-day; there are still those, however, who 
do not realize that such a policy pays, and some who think 
that they will enhance their income by following dishonest 
practices. There are people who consider dishonest prac- 
tices a sign of slirewdness, while others do not realize what 
dishonesty is. Some see no wrong in placing poor apples in 
the bottom of the barrel and good ones on top. To some it 
does not seem improper to take undue advantage of another’s 
lack of information con(!erning the market. Dishonest 
practices do exist to a far greater extent than our present 
degree of (uvilization seems to justify. This prevalence of 
dishonesty is not confined to any one class. It is to be 
found among the middlemen, laborers, farmers, and con- 
sumers. Dishonesty makes for uncertainty and risk in 
bushiess, and these things make for higher coste. A very 
marked improvement in marketing will come when the 
honesty of everyone can be absolutely depended upon. 

How Improvement Can be Brought About. — Remedies 
for our market ills may come through the action of farmers, 
dealers, consumers, and the Government. 

Farmers should study demand, and improve their pro- 
ductive and market processes, so that the kind of products 
de.sired will go to the market in the manner, at the time, and 
in the quantities desired. Farmers must realize that profit 
from operations is the difference between income and outgo. 
Much attention must be given to a reduction of the cost of 
production. Farmers have more control over their costs 
than they do over market prices. If prices are such that 
profits cannot be made, then costs must be reduced. Pro- 
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duction is so closely connected with marketing that the two 
should be thought of as steps in the same process. 

For effective improvement of the market for agriculture 
as a whole, cooperation among farmers is essential. The 
problem is beyond the scope of the individual. The wider 
the market, the greater the ta.sk of securing the proper in- 
formation. The gathering and dissemination of market 
information, improvement of productive practices, orderly 
marketing, and in some cases the preparation for market and 
storage are things which can be done better by groups than 
by individuals. It is very doubtful wlifither it is desirable 
for farmers to take over the functions of the regular di.s- 
tributive agencies in the market. There has been much 
good accomplished through cooperative shipping associa- 
tions, creameries, retail stores, and other agencies. How- 
ever, the main type of cooperation which will bring the best 
results in market improvement is that which has to do with 
market studies, grading and packing, storage, production 
processes, and the elimination of wastes. It may be that 
cooperation along t hese lines -will not be as complete as de- 
sired unless the distributive agencies are also taken over. 
The farmer can do much as an individual to improve market 
conditions by giving strict attention to the (}uality of the 
product he grows, by acting in coiiperation with other farm- 
ers, and by utilizing the market information made avail- 
able by the Government and other agencies. 

Dealers can bring about improvement in market condi- 
tions by finding out w'hat the consumers want and striving 
to supply that want in the most efficient manner. Every 
effort should be exerted to eliminate wastes during the mar- 
ket process. Wasteful competition should bo eliminated so 
that more effort will be expended in the performance of the 
duties of distributing the products of trade, and less effort 
expended in competitive practices. 

Consumers should study market conditions and become 
aware of the causes for different market practices. De- 
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mands should be tempered by reason. The excessive costs 
of living to-day are largely due to the demand for certain 
services. These services, which are provided by the middle- 
man, are expensive and must be paid for. 

The Government can assist in marketing by providing 
regulations under which trade is to be carried on. Certain 
practices are declared unfair. Standards of weights and 
measures are designated by law. Government grades should 
be established for all products susceptible of grading. 
Standard packages and methods of packing should be des- 
ignated by the Government, and all shippers and handlers 
of produce encouraged or forced to comply with these reg- 
ulations. The large volume of produce going through the 
market makes it essential that there be standardization as 
to grades and packages. The Government can also greatly 
facilitate marketing by removing the uncertainty concerning 
what may be done by associations of business men in the 
way of tempering competition and eliminating wasteful com- 
petitive practices. 

A more thorough study of the problem will greatly help 
farmers, dealers, consumers, and the Government to facil- 
itate marketing. Such a study must be scientific and free 
from preconceived ideas, bias, prejudice, or class interest. 
We need more facts about the problems of marketing. Im- 
provement came in production when science guided the way; 
a similar improvement will result from the application of 
science to market practice. 
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During the past few years, much has been written on the 
subject of marketing. Many good books on this subject 
have appeared. Some of these have dealt with agricultural 
marketing exclusively, while others have devoted more at- 
tention to the marketing of manufactured products and the 
principles of marketing in general. It is almost impossible 
to give a complete list here. The literature on marketing 
has grown very rapidly, and there is now a great wealth of 
printed material. 

The student of marketing is urged to study diligently 
the very valuable material which has been published by the 
United States Government, state departments of agricul- 
ture, state colleges of agriculture, state marketing depart- 
ments, and other public agencies. 

Trade and agricultural papers and official publications of 
economic organizations contain much good market material. 
Also, texts on the principles of economics should be read in 
order that the student may obtain a knowledge of the prin- 
ciples of economics, of which marketing is a branch. 

In addition to standard texts on economics, special 
reference is made to the following: 


H. C. Taywjk Agricultural Economics. 

T. N. Carvkr Principles of Rural Economics. 

Fred E. Clark Principles of Marketing. 

Fred E. Clark Readings in Marketing. 

W. D. Moriarty The Economics of Marketing and Advertising. 

Paul T. Chbrington The Elements of Marketing. 

C. S. DimcAN Marketing, Its Problems and Methods. 

Paul W. Ivet Principles of Marketing. 

L. D. Edie Principles of the New Economics. 

L. D. H. Weld The Marketing of Farm Products. 

B. H. Hibbard Marketing Agricultural Products, 
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Theodore Macklin Efficient Marketing for Agriculture. 

Clyde L. Kino The I’rice of Milk. 

H. E. Erdman The Marketing of Whole Milk. 

Kelly and Clement Market Milk. 

Paul D. Converse Marketing Methods and Policies. 

L. D. Edie (Editor) Staliilization of Business. 

A. B. Adams Marketing Perishable Farm Products. 

Earl W. Benjamin Marketing Poultry Products. 

George B. Dibblee The Laws of Supply and Deiuaml. 

Charles O. Hardy Risk and Risk-Bearing. 

E. G. Nourse The Chicago Produce Market. 

E. G. Nourse Agricultural Economics. 

H. H. Brace The Value of Organized Speculation. 

J. E. Boyle SiM»culation and the (Chicago Board of Trade. 

11. C. Emery Speculation on the Stock and Produce Ex- 

changes in the United States. 

H. A. Wallace Agricultural Prices. 

White and Hayward Marketing Practice. 

John G. Smith Organized Produce Markets. 


Besides numerous bulletins and the Yearbooks of the 
Department of Agriculture, the following Government pub- 
lications are especially valuable: 

Federal Trade Commission, Wholesale Marketing of Food. 

“ “ Grain Exporters. 

“ “ The Grain Trade. 

“ “ WTieat Prices (1920 crop). 

“ “ Sugar Supply and Prices. 

“ “ Milk and Milk Products. 

“ “ Meat-Packing Industry. 

Joint Commission of Agri- The Agricultural Crisis and Its 
cultural Inquiry. Causes. 

Current magazines and trade papers contain a vast 
amount of material on market economics. Constant refer- 
ence should be made to the.se. The student will be well 
repaid for his effort in searching through the chaff for the 
kernels which are to be found. 

Marketing is progressive and must be studied in a pro- 
gressive manner. New material and new developments 
appear from day to day. Only by keeping in touch with 
these developments will progress be made. 



APPENDIX A 

SUGGESTIONS FOR SPECIAL ASSIGNMENTS 

1. Write a paper on “ Weaknesses of the present 
system of marketing agricultural p7’oducts.” 

2. Make out a list of products consumed by you during 
a single day. 

3. Name ten important food products which are, and 
ton which arc not, processed or manufactured before reaching 
the consumer, 

4. Write a report on an actual instance in which some 
community has adopted a certain variety of farm product or 
breed of livestock as a standard for production, and show 
the advantages which have resulted therefrom, and the 
difficulties which were encountered. 

6. Prepare a chart showing the market channel thn iigh 
which some one agricultural product pas.ses between the 
farm and the consumer. 

6. Name five farm products which you think can and 
five which you think cannot, be successfully marketed 
directly from the producer to the consumer. Give reasons 
in each instance. 

7. Make a list of five manufactured products which 
farmers buy, giving the main centers of production and the 
market channel through which they ordinarily pass. 

8. On what agriciiltural products has the I’nited States 
Goveniment promulgated nmrket grades? 

What are the advantages of grades to the fl) farmer, 
(2) middleman, (3) consumer? 

9. Write a paper on the value of trademaj’ks to the 
farmer, and discuss the practicability of their general use. 

10. Make a report showing the following for some one 
agricultural product: 
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0. Volume of annual production since 1900. 

6. Value of annual production for same period. 

c. Farm value per unit (annually). 

d. Factors influencing volume of production. 

11. o. Make a map showing the principal terminal mar- 

kets for (1) wheat, (2) hugs, (3) cotton, (4) 
cattle, (5) wool. 

6. What factors influenced the location of there 
markets? 

c. What effect would the following have on these 
markets: 

1. Higher freight rates. 

2. Lower freight rates. 

3. Development of the St. Lawrence waterway. 

4. Improvement of highways. 

5. The abolition of trading on exchanges. • 

12. Make a report showing the extent to which cold- 
storage facilities are used in holding some one perishable 
farm product from the period of high production to the 
period of shortage. (Use figures for five years.) 

What are the effects of storage on the price of this prod- 
uct? 

13. Make a report showing the main features of the 
United States warehouse regulations. 

For what agricultural products are warehousing facilities 
inadequate? Explain why. 

14. Write a paper on " The effect of increasing trans- 
portation costs on agricultural production.” 

16. Write a paper on “ The possibilities of insuring 
against risks of marketing agricultural products.” 

16. Select some commodity exchange and tell, 

a. When organized. 6. Why organized, c. Its 
functions, d. Advantages and disadvantages to 
(1), the farmer, (2) the middleman, (3) the consumer. 
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17. Write a paper on the possibilities of the farmer’s 
using “ modem sales methods ” in his business. Take into 
consideration both “ direct ” and “ indirect ” marketing. 

18. Write a paper explaining how the farmer is financed 
in your local community. 

19. Write a report giving concisely the functions of: 

a. A draft, h. A bill of lading, c. A warehouse 
receipt. 

20. Write a paper on “ Advertising as an aid to the 
farmer in selling his produce.” 

21. Write a paper outlining specifically and concisely 
some of the plans which have been suggested to regulate the 
prices of farm products by legislation, and discuss the ad- 
visability of such regulation. 

22. Write a paper outlining the methods of governineutal 
aid to agricultural marketing in your state. 

23. Select some one product and show how demand has 
changed during the past fifty years. Give reasons for this 
change. 

24. Make a chart showing price trends for some one 
agricultural product, “ All eonunodities ” and “ Farm Prod- 
ucts.” Explain the factors w’hich have influencetl these 
price relationships. 

25. Write a paper explaining why the producer of 
Texas cabbage gets a smaller per cent of the New York 
City wholesale price than the Iowa cattle raiser gets of the 
Chicago wholesale price. 

26. Write a report giving some specific instance in which 
a change in weather influenced the demand for some farm 
product. 

27. Make a report on the facilities for collecting and 
disseminating information on the agricultural products mar- 
ket, showing how this information can be utilized by the 
farmer and the middleman. Criticize the statement that 
crop and market reports are a detriment to the fanner. 
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28. Select one product in which there has been a tend- 
ency toward greater specialization in marketing and one 
in which the tendency has been the opposite, and explain the 
reasons for these changes and what influence these changes 
have had on costs of marketing and price. 

29. Write a paper on the influence of the chain store in 
the marketing of one of the following products: potatoes, 
milk, apples. 

30. Write a paper showing how the market for some 
selected agricultural product can be improved. 



APPENDIX B 
TRANSPORTATION 

Considerable attention has been given to the percentage 
of the wh(desale or retail price of farm products which goes 
for transportation. This percentage depends upon several 
factors; (1) The bulk of the product in proportion to its 
value. (2) The (quality of the product. (3) The distance 
shipped. (4) The state of the market. ( 5 ) Whether cars 
are loaded to minimum capacity. 

In Table 1, prices, freight rates and percentage of freight 
on cotton are shown. The percentage for freight varies 
from 1.3 to (5.7. 'fliis percentage is highest on cotton from 
producing sections farthest from the mills. It will be noted, 
however, that from Rosebud, Texas, to Ffvll Ri\'er, Massa- 
chusetts, the percentage varies from 0.3 on the low price to 
4.3 on the high price for Good Middling cotton. Also, on 
the low’ price it varies from 0.3 for the liigh grade to 0.5 for 
low grade. 

Table II shows distribution of i)rice paid by purchaser 
of livestock going into the Chicago market. The percent- 
ages of freight costs are largest on livestock from greatest 
distances and lowest value per head. 

This seems to indicate that the percentage of freight can 
be decreased by shipping to the nearer markets and sending 
better quality of livestock. 
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TABLE 1 

Freight R^te to Represent\ii\£ Consuming Mill Points 
Penod Augu**t 17 to December 28, 1923 
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TABLE III 

Fkekiht Kates Per (^vt., on White Po^fatoes to Different Markets, 
Shovmno Variation Die to Distance 


SliippniK 

Haltniuiro, 

Mcl. 

HtHtoii, 

Ciiw in- 
nuti. 
(.>hio 

C’levf*- 
laiul, 
t Olio 

Don 

\ot, 

f'nio. 

1)0- 

iroif, 

Mi.h, 

Now 

X ^ 

(Jrcclv, CJoIo . 

1 ISa 


.S7 

.93 

■■'1 

1S5 

92 

1 215 

Twin Falls, Ida 

1 240 


1 02 

1 08 

.59 

1 07.') 

1 245 

C'arihou, Me. 

. 055 

395 


.04 



555 

(’hobovKan, 

Mich 

025 

0S5 

.405 

.37 


.315 

.00 

(Jrconvillc, 
Mich. . . 

.49 

.55 

.31 

29 


225 

52 

Moorhead, 

Minn. 

795 

.90 

.50 

.575 


50 

825 

Freehold, X, ,1 

m 

32 


.40 


.44 

155 

Allant a, N, V.. 

.2S5 

335 

. 

.27 



285 

IVru, X. Y. 

505 

29 


435 



32 

Riverhead, L 1 . 

.5S5 

43 

.59 

.50 



19 

CJrafton, N. 1). 



.58 

595 


58 


Lynnj)or1, Pa. 

.2S5 






.285 

Clia Heston, 

S. C. 

.42 

03 

.555 

.825 


S3 

445 

Machiponpo, 

Va 

.27 

.415 

.49 

.405 


1 44 

34 

Waupaca, Wise. 

. 04 

.71 

385 

.40 


385 

07 


(Data taken from Huilolin No. A, l^otatoes, October. 1924, Ruro.‘iu of Rall^^u.^ Krnuoniics.) 
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Table IV shows freight rates, farm prices, and per- 
centages of freight of farm prices on wheat from different 
producing sections to various markets, for the 1923 season. 

It will be noted that there is a wide variation in these 
percentages depending upon the market prices and the dis- 
tances from market. 


TABLE IV 



1 

2 

3 

4 

5 

Date 

A 

B 

D 

B 

A 

B 

A 

B 

B 

B 

189 

1.05 

5.14 

.67 

23.28 

.88 

15.34 

.82 

26 34 

.76 

20.53 

on 

1.07 

5.04 

.68 

22.94 


14. ( X ) 

.95 

22 76 

.90 

17.33 

inabl 

1.07 

5.04 

.74 

21 .08 

1.02 

13 23 

1.00 

21.60 

96 

16 ?5 


1.04 

5 19 


22.61 

1.00 

13 50 

1.00 

21.60 

.96 

16.25 


1.01 

5.35 


22.61 

.98 

13.78 

.93 

22.23 

.94 

16.60 


1. Spring No. 1 from LaSueur, Minn., to Minneapolis, Frt. rate 5.4ff 
per bu. 

2. Mixed Durum No. 1 from Iloven, S. D., to Minneapolis, Frt. rate 
15.6ff per bu. 

3. Hard No. 1 from Cherokee, Okla., to Kansas City, Frt, rate 13.5ff 
per bu. 

4. Hard Winter No. t from Camargo, Okla., to Kansas City, Frt. rate 
21.6f^ per bu. 

5. Red Winter No. 3 from Galesburg, Kan., to St. Louis, Vri. rate 15.6^ 
per bu. 

A. Farm price. 

B. Freight percentage of Farm Price. 

(Data taken from Bulletin No. 1, Grains, January 1, 1924, Bureau of Railway Eoonomios.) 




















APPENDIX C 

SOURCES OF FOOD SUPPLIES 

The average consumer has no idea of the relatively wide 
source of the food supply of a city. The following three 
tables show the state of origin of potatoes, apples, and cab- 
bage rticeived in Chicago, Detroit, Kansas City, and New 
York during the year 1923. 



Fig. 40. — A map fthowing destination of car-lot shipments of Michigan 
potatoes. Upper figures are for the st^ason 1922-23. Ijowor figures are 
for the season 1921-^22. (From Micliigan Agricultural Exi^riment 
Station Sficcial Bulletin No. 137.) 
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TABLE I 
Potatoes 


(Car-lots) 


State of origin 

Chicago 

Detmit 

Kansas City 

Now York 

Maine 




6515 

Venuont 




5 

New York 




6019 

New Jersey 


47 


438 

Pennsylvania 




45 

Delaware 




24 

Maryland 

13 



354 

Virginia 

532 

398 


2990 

North Carolina. . 

130 

fyl 


()67 

South Carolina 

66 

83 


16(>4 

Georgia 

3 

3 


5 

Florida 

160 

60 

9 

1190 

Ohio 


4 


4 

Indiana 

3 

1 


1 

Illinois 

97 

3 


1 1 

Michigan 

5(12 

1634 


431 

Wisconsin 

5222 

78 

4 

334 

Minnesota 

1865 

90 

676 

57 

Iowa 

4 


2 


Missouri 

267 

69 

24 


North Dakota. . . 

470 


553 

....g. 

South Dakota 

515 


29 


Nebraska 

238 

5 

89 


Kansas 

1139 

47 

86 

’ r 

Kentucky 

37 

52 



Alabama 

330 

8 



Mississippi 

6 



! 

Louisiana 

111 

1 



Texas 

56 

2 

75 


Oklahoma 

263 


97 


Arkansas 

60 


21 


Montana 

147 


17 

3 

WvominE 

81 


25 


Colorado 

280 

1 

308 

2 

Utah 

33 


46 

8 

Idaho 

1538 

130 

254 

374 

Washington 

21 


4 


Oregon 

101 


3 


California 

47 


10 


Imports 


1 


186 

Unknown 

39 

47 

1 

1 


14,436 

2818 

2417 

21,330 


(Data taken from reports of the U. 6. Bureau of Agricultural Economics.) 
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TABLE II 
Ai'ples 
(Car-lots) 


State of origin 

Chicago 

Detroit 

Kansas City 

New York 

Miiine ... 




20 

Now ilarnpshirc; . . 




5 

Vermont 




58 

Massachusetts . .. 




30 

New York . , . 

414 

297 

1 

0313 

Now Jersey 




00 

Pennsylvania . 

ir> 

.... 


314 

Delaware 

23 

55 


149 

Maryland 

7 



257 

Virginia 

h 



1109 

West Virginia . 

14 

2 


523 

North Carolina, . . , 




1 

Ohio 

11 





Indiana 

20 


1 


Illinois 

911 

30 

5 


Michigan . ... 

2073 

005 

13 

32 

Wisconsin 

93 


3 

8 

Iowa 

12 


1 


Missouri 

205 


311 

■*4’ 

South Dakota. . . . 

1 




Nebraska . , 

12 



r 

Kansas 

2 


ioo 

1 

Kentucky 


1 



Tennessee 


1 



Texas 

4 ’ 




Arkansas 

5 


0 


Montana 

12 



”l90' 

Colorado 

133 


59 ’ 

2 

New’ Mexico 

34 


3 

2 

Utah 

07 


40 

1 

Idaho 

458 

* 00 ’ 

i:)0 

172 

Washington 

4498 

023 

536 

1341 

Oregon 

550 1 

58 

182 

1100 

California 

101 

43 

20 

5S7 

Imports 

13 

... .. 


32 

Unknown 

1 ! 


’’10 

8 


10,364 

1782 

1507 

15,538 


(Data taken from reports of the C. S. Bureau of Agricultural Konnomics.) 
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TABLE III 
Cabbage 
(Car-lots) 


State of origin 

Chiciigo 

Detroit 

Kansas City 

Now Yc 

Massachusetts 




12 

New York 

59 

42 

ia 

1511 

Pennsylvania 




1 

Maryland 

7 



62 

Virginia 

1 



852 

North Carolina 


2 


15 

South Carolina 

2 

25 


918 

Florida 

14 

2 


304 

Ohio 

4 



1 

Indiana 

2 




Illinois 

91 


2 


Michigan 

91 

18 



Wisconsin 

55C 

62 

136 


Minnesota 

2 


89 


Iowa 

5 


3 

si 

Missouri 

11 

1 



Kentucky 

IS 

10 



Tennessee 

G3 

62 



Alabama 

276 

71 

17 

4 

Mississippi 

188 

()4 

29 


Louisiana 

94 

26 

21 

3 

Texas 

117 

5 

74 

9 

Arkansas 

1 


8 


Colorado 

1 


104 


Utah 



1 


California 

68 

13 

6 

16 

Imports 

18 


1 

242 

Unknown 

6 

8 




1686 

401 

603 

3981 


(Data taken from reports of the XJ. 8. Bureau of Agricultural Economics.) 
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Fig. 43. 




INDEX 


A 

Al)ility to pay, 205. 

Advertising, 110, 111, 171, 189, 190. 
acquisitive. 111. 
educational. 111. 
effect of, 112. 

value of standardization, 20. 
Advice to buyer, 110. 

Agricultural credit, amount of, 120. 
Agricultural credits act, 123. 
Agricultural marketing, defects, 215. 
American Railway Express Ck)., 152. 
Appt^arance, importance of, 34, 35. 
Apple harvesting, 144. 

Arithmetic, black and blue, 150, 151. 
Assignments, special, 227. 
Attra<;tivene.ss, 100. 

iiuireascnJ by packing, 44. 

Auction, 40. 

B 

Bibliography, 225. 

Brands, difficult to brand some farm 
products, 17. 
manufiw!turcr can, 16. 

Buying ix)wer, 102, 168. 

C 

Care, 133, 134. 

Cities in 1850, 73. 

Class prejudice or favor, 165. 

Cold storage, 59. 

magnitude of, 60-68. 
Combinations, 186. 

Community, breeding experiments, 
24. 

pride, 21. 


Congestion, effect on transportation 
costs, 91. 

Consumer, the final judge, 15. 
Consumers, market improvement, 
224. 

Consumption, continuous, 50. 
Coofieration, 198. 

(control of supply, 185. 
essential, 223. 

possibilities of, 186, 187, 188. 
Coopcirativc credit, 129. 

Costs, classes of, 10. 

(V)lton, lint, kept uniform, 25. 
seed, diffieult to keep pure, 23. 
inferior, results of, 23. 
kept pure, 22. 
selling direct to mills, 27. 
standardization of varieties, 21. 
varieties, improvements of, 24. 
Cr(‘dit, commercial, 121-122. 
cooperative, 129. 
store, 121. 

Crop conditions, 208, 209. 

Hen, 124. 

Customs, 164. 

D 

Damage, weather, 137. 

claims, amount of, 153. 

Dt‘alers, market improvement, 223. 
Defects, agricultural marketing, 
215. 

Demand, 158-159. 
analysis, 161. 

importance of, 10. 
basis of health, 165. 
buying power, 162. 
composition of population, 163. 
creation, 111, 112. 
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INDEX 


Demand, effect of climate, 163. 
education, 1()3. 
faith in goods, 165. 
style, customs, 164. 
export, 174. 

factors influencing, 162. 
farmer must study, ISO, 181. 
for agricultural products, 167, 168. 
for poultry, 196, 197. 
future, 199, 2(K). 

increase by advertising, 171-173. 
influence of class prejudice, 165. 

quality, 165. 
knowledge of, 215. 
manipulation of, 188, 189. 
must l)c known, 193. 
producing to meet, 178. 
suction of, 182. 

Deterioration, causes of, 131, 135. 
loss, 93. 

loss not insurable, 95-96. 

Direct marketing, 107. 

Dishonesty, 221, 

Distribution, market, 4. 

Don’ts, American Kailvray Express, 
153-154. 

live stock shipping, 149. 

Draft, 119. 

Durability, 166. 

E 

Economic goods, 1. 

utilities, classified, 3. 

Education, effect on demand, 163. 
Exchange, dawn of era, 2. 

F 

Farmer, must study markets, 222. 

not studied market, 16. 

Federal Reserve Bank, 120. 

Finance, defects of, 219. 

Financing, aided by storage, 53. 
by borrowing, 120. 
by draft, 119. 
by local buyer, 119. 


Financing, effect of grading, 40. 
long time, 130. 

Food supplies, sources of, 237. 
I'orecasts, 208, 209. 

Free goods, 1. 

Frisco railway, 144. 

Fruit, supply control, 180. 

Future trading, 100. 
made possible by grades, 38. 

G 

Ginning expense, 24. 

Grades, bas(‘(l on demand, 30. 
basis of, 31. 
detin(‘d, 30. 

first ri‘quiremcnt of, 30. 
importance of, 31, 32. 

(irading, advantages of, 32. 
aids financing, 128. 
an exj)ense, 48, 
decreases waste, 33. 
th'fmed, 30. 

effect on financing, 40. 
market prices, 38. 

]>ricc', 46. 

storage methods, 39. 
facilitat(‘s sale, 3(>-37. 
gives uniformity, 32. 
increases value, 34. 
makes auctions feasible, 40. 
makes future trading possible, 38. 
makes long time contracts possible, 
39. 

pays, 216. 
purpose of, 216. 
reduces risk, 36. 
reduces selling costs, 38. 
strict, 184. 
why necessary, 31. 

Government aid in market improve- 
ment, 224. 

H 

Handling, improper, 218. 

Harvesting apples, 144. 
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Health appeals, 165. 

Hedging, 101. 

I 

Information, lack of, 220. 
market, 192, 
price, 207. 

quantities in storage*, 208. 
trade practi(*<?s, 210. 

Injury preventf'd by packing, 42. 
lasuraiiec comi)any, 93. 

JiLsuranec, 1(K). 

L 

Livest()<^k losses, 145, 146 
exteiiit of, 147, 150. 
mortgage, 121. 

standardization, benefits of, 18-21. 
Livestock uniformity, 19. 

difficult to s(‘cur<‘, 19. 

Loans, collateral and p(*rsonal, 121. 
secured, 123. 
unsecured, 123, 

Long-time market finance, 130. 
Loss(*s, wlujat., 154. 

M 

Market, advancement, 214, 
ageiKjies, 0, 7. 

why developed, S. 
analysis, 194, 195, 206 
distribution, 4. 
improvement, 222. 
information, 192. 
not studied by farmer, 16. 
preparation for, 216. 
processes, lack of knowledge of, 
221 , 

production for, 194. 
regulating flow to, 185, 186. 
Marketing, defects, 215. 
defined, 4. 
direct, 107, 109. 
disorderly, 181, 182. 


Marketing, how financed, 119. 
imi)rovements in, 13. 
orderly, 220. 
services (dassified, 5. 
lime to begin study, 6. 
two viewpoints, 6, 7. 

Middl(*rnan, s(‘rvico of, 109. 

Milk, demand for, 1S9, 190. 
siqiply (jontrol, 179. 

Mortgage, debt, 121. 

\ 

Note, with endorsement, 123. 
without endors(*ment , 123. 

O 

Orderly marketing. 56, 119, 220. 

P 

Packages, easily handled, 42. 
facilitate selling, 45. 
keep goods sanitary, 45. 
make brands possible, 46. 
make product attractive, 44. 
make storage cheaper, 43. 

|)crinil extension of market, 42. 
prevent injury, 42. 
reduce* transportation ct>st, 13. 
reduce \>astc, 41. 

Packing, 216. 
an cxiicnsc, 48. 
mamtains grade, 42. 
need for, 41. 

Poor quality, effect of, 132. 

Population, composition of, 163. 

Pos.scssion utility, 106. 

Potatoes, standardization of varie- 
ties, 28. 

Poultry, demand for, 106, 107. 

Preparation for market, 216. 

Price, determination of, 113. 
effect of grading, 46. 
fluctuation decrea.scd by grading, 
54. 
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Price, function of, 178. 
information, 207. 

Prices, l^etter through standardiza- 
tion of varieties, 25. 
cover risks, 95. 
effect of grading, 38. 
effect of orderly marketing, 56. 

Producers, who are, 3. 

Production, agricultural, no unit of 
policy, 17. 

based on natural laws, 213. 
defined, 1. 

difficult to regulate, 12. 
effect of plant breeding, 50. 
for market, 194. 
importance of well directed, 11. 
in self-sufficing community, 2. 
physical, 4. 
seasonal, 50. 
standardization of, 215. 
when complete, 5. 

Productive processes classified, 3, 4. 

Purchasing power, 206. 

Q 

Quality, effect on demand, 165. 
poor, effect of, 132. 
what demanded, 195. 

R 

Reputation, influence on credit, 129. 

Right-way plan, 152. 

Risks, assumption of, 99. 
elimination, 98. 
marketing, 92. 
methods of dealing with, 98. 
must be charged for, 94. 
of physical loss, 92. 
of price changes, 96. 
production, 92. 
reduced by grading, 36. 
shifted by storage, 53. 
too great, 219. 
transfer of, 100. 
types of market, 92. 


S 

Sale, analysis of, 109, 110. 
bases of, 114. 
by description, 115. 
by inspection, 114. 
by sample, 114. 
cooperative, 20. 
necessity for, 106. 
terms of, 113. 

Secured loans, 123. 

Selling, based on human valuations, 
213. 

facilitated by packages, 45. 

Sires, exchange of, 19, 20. 

Sources of food supjdies, 237. 
Southwestern Wheat Improvement 
Association, 154. 

Special assignments, 227. 
Specialization in marketing, 8. 
why developed, 2. 

Standardization, improvement of 
breed, 20. 
increases price, 18, 
in production, 215. 
livestock, 20. 

of production, defined, 18. 
of varieties, 17. 

Stocks and bonds, 125. 

Storage, aids financing, 53, 127. 
aids handling, 52. 
broadens market, 53. 
common, 59. 
cold, 59. 

decreases price fluctuation, 54. 
define<l, 2, 49. 

<ieveloi)8 quality, 52. 
effect of grading, 39. 
effect on civilization, 49. 
effect on price, 70. 
effect on quality, 69. 
facilities, classified, 59. 
for cotton, 58. 
for potatoes, 58. 
for sweet potatoes, 58. 
functions of, 51. 
inadequate facilities, 217. 
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Storage, information on quantities, 
208. 

made cheaper by packages, 43. 
on farm, 57. 
proper place to, 56. 
protects products, 51. 
shifts risks, 53. 
special, 59. 
tyiKis of, 58. 
why nec;essary 50. 

Styles, 164. 

Supply, 159. 

control by coofKjration, 185. 
control in agriculture, 179, 
control of, 177. 
how controlled, 178. 
milk, control of, 179. 

Surplus, necessity for, 51. 

T 

Trade practices information, 210. 
Transport4ition, 231. 
costs, 87. 

costs, factors inOucncing, 88, 89 
reduced by packages, 43. 
discrimination, 84. 
effect of increased rates, 89. 
effect on population, 78. 
encouraged specialization, 77. 
equalizes supply, 76. 
facilities mieded, 80. 
inadequate, 217. 
local, 85, 86. 
prevents famines, 76. 
rapid, effect of, 74. 


Transportation, reasonable costs, 82. 
reduction of rates, 90. 
stabilizes price, 74. 
system, essentials of, 79. 

W'ho pays the bill, 83. 
why necessary, 2. 
widened area of supply, 74. 
widened markets, 74. 

U 

Uniformity, effect on price, 18. 
of liv(;stock, 19. 

Unsecured loans, 123. 

I^tiliiies, economic, classified, 3. 

Utility, place, 79. 

V 

Values, based upon estimates, 97, 
det)endent on wants, 157, 158. 

Volume, necessary, 26. 

W 

Waiting, 116, 117. 
transfer of, 117. 

Wants, basic to value, 157, 158. 
continuous, 2. 
development of, 1. 

Warehouse receipt, 40, 124, 127, 128. 

Waste, extent of, 33. 
how to reduce, 156. 
reduced by packing, 44. 
social loss, 97. 
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